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FOREWORD 
This publication is designed to help farm boys and young 
men who are looking forward to careers as farm operators, 
as well as their parents, county agents, vocational agricul­
ture teachers, and others who advise and counsel them. It 
should also be of interest to the girls and young women who 
are or may become wives of these young men and will share 
their success or failure. The possibility of success in such 
a career needs to be evaluated early enough by the boys and 
their parents so that the boys can select their courses in 
high school to best prepare for farming, off-farm employ­
ment, or college or university training. 
Some experiences and problems of young families who 
made a start in farming during the post-World War II 
period, roughly from 1946 through 1952, are reported. 
These were collected from samples of beginning farmers, 
or individual case histories of beginning farmers, who 
started farming in those years. The samples studied were 
drawn under state contributing projects to regional research 
project NC-15, "How Young Families Get Established in 
Farming - With Special Reference to Those Without Sub­
stantial Family Assistance." The case histories were selected 
by state research personnel. Each of the thirteen cooperating 
states is represented in the samples or the case histories. 
Because of constantly changing conditions, the experiences 
and data reported should be taken as illustrating principles 
rather than as absolute guides in the requirements for start­
ing in farming. 
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GETIING STARTED AND ESTABLISHED 

IN FARMING 

T HE CONDITIONS UNDER WHICH YOUNG PEOPLE ENTER FARMING and the adequacy with which they make their start will largely deter­
mine the degree of success they will attain. The kind of start they 
make can also determine whether their beginning farm operations will 
lead to establishment on efficient family-size farms or will lead to years 
of economic sacrifice on units that are too small or inadequate in other 
respects. 
This publication sets forth the requirements for successful estab­
lishment in farming today. With such information young people will 
be in a better position to evaluate their chances of attaining a successful 
career in farming. 
THE PROBLEM 
There are no legal obstacles to becoming a farmer. Anyone who 
wishes may try. Substantial barriers to an otherwise free entry into 
farming do exist, however. Farming requires land, machinery, equip­
men~, livestock, and other capital requirements, plus managerial ability 
to put them together into an efficient and profitable operating unit. The 
following discussion will examine these requirements. 
Larger and fewer farms. The number of farms and therefore the 
number of opportunities in farming are limited by the available area 
of suitable farmland. Nearly all farmland in the North Central Region 
has already been included in farming units, so except for reclamation 
and development projects, the only way to increase the number of 
farming opportunities in the region is to decrease the average size of 
farms. But the trend is actually in the opposite direction - toward 
larger and fewer farms. Beginning farmers must compete not only 
with operators on these growing farms but with one another for land 
and capital with which either to make a start or with which to enlarge 
their farms to efficient units of operation. 1 
Along with the increase in size of farm and the decrease in number 
of farms, more and more farmland is being appropriated for highways, 
factory sites, airports, expansion of residential areas, and other non­
agricultural uses. 
For more details on this point, see "Opportunities for Beginning Farmers­
Why Are They Limited?" by Don Kane!. Published as North Central Regional 
Publication 102 (Nebraska Agricultural Experiment Station Bulletin 452), 1960. 
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I n  t h e  N o r t h  C e n t r a l  s t a t e s  a n d  K e n t u c k y  i n  1 9 4 0 ,  t h e r e  w e r e  a b o u t  
2 . 3  m i l l i o n  f a r m s . 1  B y  1 9 5 4  t h i s  n u m b e r  h a d  d e c r e a s e d  t o  a  l i t t l e  l e s s  
t h a n  1 . 9  m i l l i o n ,  a n  a n n u a l  d e c r e a s e  o f  a b o u t  3 0 , 0 0 0 ,  o r  1 . 6  p e r c e n t .  
T h e  c h a n g e  t h a t  h a s  o c c u r r e d  i s  s h o w n  b y  t h e  f o l l o w i n g  f i g u r e s :  
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H o w  m a n y  o p p o r t u m t I e s  f o r  s t a r t i n g  i n  f a r m i n g  w o u l d  n o r m a l l y  
o c c u r  e a c h  y e a r  a m o n g  t h e s e  f a r m s ?  I f  w e  a s s u m e  t h a t  t h e  n u m b e r  o f  
f a r m s  w i l l  r e m a i n  c o n s t a n t  a n d  t h a t  t h e  a v e r a g e  f a r m  o p e r a t o r  w i l l  
r e m a i n  a c t i v e  f o r  4 0  y e a r s ,  i n  o r d e r  t o  r e p l a c e  a l l  f a r m  o p e r a t o r s  i n  
4 0  y e a r s  a t  a  c o n s t a n t  a n n u a l  r a t e ,  w e  w o u l d  n e e d  t o  r e p l a c e  2 . 5  p e r c e n t  
o f  t h e  i n i t i a l  o p e r a t o r s  e a c h  y e a r .  T w o  a n d  o n e - h a l f  p e r c e n t  o f  a b o u t  
1 . 9  m i l l i o n  f a r m s  w o u l d  b e  a  l i t t l e  o v e r  4 7 , 0 0 0  f a r m s .  
W i t h  n o  c h a n g e  i n  n u m b e r s  o f  f a r m s ,  w e  m i g h t  t h u s  e x p e c t  a b o u t  
4 7 , 0 0 0  y o u n g  f a r m e r s  t o  g e t  s t a r t e d  i n  f a r m i n g  i n  t h e s e  1 3  s t a t e s  e v e r y  
y e a r .  W e  h a v e  a l r e a d y  n o t e d ,  h o w e v e r ,  t h a t  a b o u t  3 0 , 0 0 0  o f  t h e s e  
f a r m s  h a v e  b e e n  d i s a p p e a r i n g  e a c h  y e a r .  I f  t h i s  s h r i n k a g e  i n  n u m b e r  
o f  f a r m s  c o n t i n u e s  f o r  t h e  n e x t  s e v e r a l  y e a r s  a n d  i s  a c c o u n t e d  f o r  
e n t i r e l y  b y  a  r e d u c t i o n  i n  t h e  n u m b e r  o f  y o u n g  f a r m e r s  g e t t i n g  s t a r t e d ,  
t h e n  w e  c o u l d  e x p e c t  o n l y  a b o u t  1 7 , 0 0 0  t o  g e t  s t a r t e d  - 4 7 , 0 0 0  m i n u s  
3 0 , 0 0 0  - o r  a  r e p l a c e m e n t  r a t e  o f  a  l i t t l e  l e s s  t h a n  1  p e r c e n t  a n n u a l l y .  
T h i s  e s t i m a t e ,  h o w e v e r ,  i s  t o o  l o w .  A s  f e w e r  y o u n g  p e o p l e  g e t  s t a r t e d  
i n  f a r m i n g ,  t h e  p r o p o r t i o n  o f  f a r m  o p e r a t o r s  r e a c h i n g  r e t i r e m e n t  a g e  
i n c r e a s e s .  I n s t e a d  o f  2 . 5  p e r c e n t  r e t i r i n g  e v e r y  y e a r  w e  m a y  h a v e  3  
p e r c e n t  o r  m o r e .  T h e  n u m b e r  o f  y o u n g  p e o p l e  s t a r t i n g  i n  f a r m i n g  e a c h  
y e a r  i s  t h u s  m o r e  l i k e l y  t o  b e  1 . 5  p e r c e n t  o r  m o r e  o f  t h e  t o t a l  n u m b e r  
o f  f a r m  o p e r a t o r s .  
H i g h e r  c a p i t a l  r e q u i r e m e n t s .  A s  a  r u l e ,  b e g i n n i n g  f a r m e r s  a r e  
s h o r t  o n  c a p i t a l ,  p a r t i c u l a r l y  t h o s e  w h o  a r e  m a k i n g  a  s t a r t  w i t h o u t  a  
s u b s t a n t i a l  a m o u n t  o f  f a m i l y  h e l p .  A  b e g i n n i n g  f a r m e r  i s  l o o k i n g  f o r  
a n  o p p o r t u n i t y  t h a t  w i l l  m a k e  t h e  m o s t  e f f i c i e n t  u s e  o f  h i s  l a b o r  w h e n  
c o m b i n e d  w i t h  h i s  l i m i t e d  c a p i t a l .  H e  i s  l o o k i n g  f o r  a  j o b  a s  a  f a r m  
o p e r a t o r  t h r o u g h  w h i c h  h e  c a n  m a r k e t  h i s  l a b o r  a n d  f r o m  w h i c h  h e  
1  A  " f a r m , "  a s  d e f i n e d  b y  t h e  c e n s u s ,  i n c l u d e s  " p l a c e s  o f  t h r e e  o r  m o r e  a c r e s  
.  i f  t h e  a n n u a l  v a l u e  o f  a g r i c u l t u r a l  p r o d u c t s ,  e x c l u s i v e  o f  h o m e - g a r d e n  
p r o d u c t s ,  a m o u n t e d  t o  $ 1 5 0  o r  m o r e . "  P l a c e s  o f  t h r e e  a c r e s  o r  p r o d u c i n g  o n l y  
$ 1 5 0  v a l u e  o f  p r o d u c t s  w o u l d  h a r d l y  b e  c o n s i d e r e d  a  f a r m i n g  o p p o r t u n i t y  t o  s o m e ­
o n e  l o o k i n g  f o r  f u l l - t i m e  e m p l o y m e n t .  
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can get a return in proportion to the value of that labor at full-time 
employment. This is quite different from just keeping busy. One man 
might find enough to do on an 80-acre grain farm without much live­
stock to keep him busy the year around, particularly if he did many 
jobs by hand instead of by power. However, his pay, or his return, 
from such a job is based, not on the amount of time he spends at it, 
but on the amount of product he is able to produce and market. 
The real questions are: (1) how much land is required to provide 
full and efficient employment for at least one man's labor, and (2) how 
much capital must be invested in machinery, equipment, and improve­
ments to make such an operation efficient? 
The size of farm that can effectively provide full-time employment 
for at least one man's labor will vary with: (1) the type of farming; 
(2) the topography and productivity of the land; and (3) the relative 
intensity of the cropping system on such land. For example, a one­
man wheat farm in North Dakota or South Dakota will contain a much 
larger acreage than a one-man cash-grain farm in eastern Illinois, and 
a one-man dairy farm will contain a smaller acreage than a one-man 
cash-grain farm. Table 1 shows how farms vary in size with selected 
locations and types of farming in the North Central Region and 
Kentucky and how size will vary when the labor input is held constant 
at a one-man level. 
In 1956, the average of all one-man tenant operations (197 farms) 
under crop-share leases on Illinois account-keeping farms on the best 
land consisted of 216 acres. Of this acreage, 200 acres were tillable, 
with 122 acres in corn and soybeans, 45 in small grains or other crops, 
and 30 in tillable hay and pasture. The average operator of these 
farms kept 17 animal-units of cattle and sheep and raised 17 litters of 
pigs. Average total value of farm production on these farms was 
$19,440 and average months of labor 12.7. Another group (89) of 
one-man farms, but on poorer soils and rented under livestock-share 
leases, averaged 203 acres, of which 171 were tillable. A less intensive 
cropping system and larger livestock enterprises on these farms than 
on the farms in the other group brought the average total value of 
farm production to $16,736 at 1956 prices. 
The average tenant investme'nt from both owned and borrowed 
funds for both of these- one-man groups was about $15,000. Of this 
amount, about $6,500 represented the tenant's investment in machinery 
and equipment at used-machinery prices. The average January 1 in­
ventory of livestock accounted for about $4,000, and feed and grain 
inventory accounted for the remaining $4,500. A man can make a 
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1 6 0 - 2 2 0  1 6 0 - 2 2 0  

I o w a  . . . . . . . . . . . .  
7 0  
L i v e s t o c k  
1 9 4  
N o  e s t i m a t e  

K a n s a s  . . . . .  .  . . . .  1 0 3  
C a s h - g r a i n  
8 2 0  
8 0 0 - 9 6 0  
5 4 0 - 6 4 0  

K e n t u c k y  . . . . . . . .  4 5  
T o b a c c o - l i v e s t o c k  
1 2 9  
1 0 0 - 1 5 0  8 0 - 1 2 0  

M i c h i g a n  . .  . . . . . .  4 9  
D a i r y  
1 5 4  1 6 0 - 1 8 0  
1 2 5 - 1 5 0  

M i n n e s o t a  . . . . . . .  
6 8  
D a i r y  1 6 3  
N o  e s t i m a t e  

M i s s o u r i  . . . . . . . . .  
7 1  
L i v e s t o c k  
2 2 8  
I n d e f i n i t e  1 9 0 - 2 2 0  

N e b r a s k a  . . . . . . . .  9 2  
L i v e s t o c k  4 7 7  
3 8 0 - 4 2 0  
1 9 0 - 2 1 0  

N o r t h  D a k o t a  .  .  . .  
9 0  
C a s h - g r a i n  6 9 6  6 4 0  
4 8 0 - 5 0 0  

O h i o  . .  .  .  . .  . . . . . . .  
4 8  
C a s h - g r a i n  
1 5 8  2 0 0 - 2 2 5  1 9 0 - 2 1 0  

S o u t h  D a k o t a .  .  . .  1 0 4  
C a t t l e  a n d  s h e e p  

r a n c h i n g  
3 , 2 1 0  
1 2 8 0 - 6 0 0 0  I n d e f i n i t e  

W i s c o n s i n  . .  .  . .  .  . .  
6 5  
D a i r y  1 3 6  1 6 0 - 2 0 0  9 0 - 1 2 0  

a  C e n s u s  o f  A g r i c u l t u r e ,  1 9 5 4 .  S e e  a l s o  F i g .  1 .  
b  C o m m e r c i a l  f a r m s  a r e  d e f i n e d  i n  t h e  C e n s u s  a s  t h o s e  w i t h  a  t o t a l  v a l u e  o f  a l l  f a r m  

p r o d u c t s  s o l d  o f  $ 1 , 2 0 0  o r  m o r e  p e r  f a r m ,  p l u s  t h o s e  w i t h  t h e  v a l u e  o f  a l l  f a r m  p r o d u c t s  s o l d  

i n  t h e  r a n g e  o f  $ 2 5 0  t o  $ 1 , 1 9 9 ,  p r o v i d e d  t h e  f a r m  o p e r a t o r  w o r k e d  o f f  t h e  f a r m  l e s s  t h a n  1 0 0  

d a y s ,  o r  p r o v i d e d  t h e  i n c o m e  o f  t h e  f a r m  o p e r a t o r  a n d  m e m b e r s  o f  h i s  f a m i l y  r e c e i v e d  f r o m  

n o n f a r m  s o u r c e s  w a s  l e s s  t h a n  t h e  v a l u e  o f  a l l  f a r m  p r o d u c t s  s o l d .  

c  B a s e d  o n  e s t i m a t e s  b y  s t a t e  r e s e a r c h  a n d  e x t e n s i o n  w o r k e r s .  
S e l e c t e d  e c o n o m i c  s u b r e g i o n s  ( s e e  a l s o  T a b l e  1 ) .  ( F i g .  1 )  
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start in farming without such an inventory, but the final capital require­
ments will not be greatly different for two reasons. First, living ex­
penses, and seed, fuel, and feed costs occur before a crop can be 
harvested to provide income for such needs; and second, accumulating 
such an inventory entirely from current income increases the credit 
problems during this period. 
For the period 1950 to 1956 in the northern two-thirds of Illinois, 
a tenant's labor and management earnings ranged in group averages 
from $17 to $25 per acre. This range was due primarily to differences 
in size of farm, volume of livestock, and productivity of the soil. 
Within groups, earnings ranged widely with differences in manage­
ment. These group averages afford a basis for estimating the size of 
farm needed to yield desired income levels. At $20 an acre, a 160-acre 
farm would yield tenant earnings of $3,200. Estimates of the resources 
needed to yield two levels of operator earnings in two selected areas 
in Kansas and Wisconsin are given in Table 2. Note that the dairy 
farms use only about a third as much real estate capital but nearly twice 
as much labor to produce the same operator's earnings as do the wheat-
Table 2. - Estimates of Land, Capital, and Labor Resources Needed 

to Obtain Operator's Earnings of $2,500 and $3,500 From 

Farming in Two Selected Areasa 

Resources needed 
All land, acres ...... . ...... 
Cropland, acres ........... . 
Capital investment 
Land ................... 
Building ................ 
Total real estate ....... 

Machinery and equipment. 
Livestock ..... .......... 
Feed inventory .......... 
Total nonreal estate .... 
Total capital investment 
Labor inputs, man-hours 
Operator ........ . ....... 
Family ................. 
Hired ................... 
Total labor ............ 

Dairy farms, 
eastern Wisconsin 
$2,500 $3,500 
Operator's Operator's 
earnings earnings 
160 200 
90 120 
$ 4,900 $ 6,350 

16,860 20,460 

$21,760 $26,810 

7,200 7,720 

7,200 9,360 

1,500 1,500 

$15,900 $18,580 

$37,660 $45,390 
2,500 2,500 
690 1,000 
140 820 
3,300 4,320 
Wheat-beef farms, 
central plains, Kansas 
$2,500 $3,500 
Operator's Operator's 
earnings earnings 
720 960 
581 733 
$56,490 $ 72,970 

7,645 8,930 

$64,135 $ 81,900 

9,080 10,650 

6,585 9,480 

560 79d 

$16,225 $ 20,920 

$80,360 $102,820 
1,644 2,210 
100 130 
1,744 2,340 
a Adapted from Farm Resources Needed for Specified Income Levels, U. S. Dept. Agr. 
Agr. Inform. Bu!. 180, 1957. 
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G e t t i n g  S t a r t e d  a n d  E s t a b l i s h e d  i n  F a r m i n g  
b e e f  f a r m s .  F o r  a  b e g i n n i n g  f a r m e r  t h e  i m p o r t a n t  t h i n g  i s  g e t t i n g  
e n o u g h  l a n d  a n d  c a p i t a l  f o r  t h e  t y p e  o f  f a r m i n g  h e  w i l l  d o  t o  m a k e  
e f f i c i e n t  u s e  o f  h i s  l a b o r .  
U n l e s s  a  y o u n g  m a n  h a s  a c c u m u l a t e d  t h r o u g h  p a s t  s a v i n g s ,  o r  h a s  
a v a i l a b l e  t h r o u g h  f a m i l y  h e l p ,  a n  a m o u n t  n e e d e d  t o  b e c o m e  e s t a b l i s h e d  
i n  f a r m i n g ,  h e  m u s t  c o n v i n c e  c r e d i t o r s  t h a t  h e  h a s  t h e  a b i l i t y  t o  m a k e  
p r o d u c t i v e  u s e  o f  b o r r o w e d  m o n e y .  O w n i n g ,  b o r r o w i n g ,  o r  b e i n g  
r e s p o n s i b l e  f o r  m a n a g i n g  s u c h  a n  i n v e s t m e n t  i n  o p e r a t i n g  c a p i t a l  
c o n s t i t u t e s  a  v e r y  r e a l  b a r r i e r  t o  g e t t i n g  s t a r t e d  i n  f a r m i n g .  
M a n a g e m e n t  m o r e  c r u c i a l  t h a n  f o r m e r l y .  A s  t h e  a c r e s  o f  l a n d  a n d  
t h e  a m o u n t  o f  i n v e s t e d  c a p i t a l  a s s o c i a t e d  w i t h  o n e  m a n ' s  l a b o r  h a v e  
i n c r e a s e d ,  s o  h a s  t h e  c o m p l e x i t y  o f  t h e  m a n a g e m e n t  p r o b l e m .  I t  i s  n o t  
a t  a l l  u n c o m m o n  f o r  a  y o u n g  p r o s p e c t i v e  f a r m e r  t o  h e s i t a t e  a t  t h e  
p r o s p e c t  o f  f i n a n c i n g ,  o p e r a t i n g ,  a n d  m a n a g i n g  a  f a r m  s u c h  a s  t h o s e  
g i v e n  i n  T a b l e  2  b e c a u s e  o f  u n c e r t a i n t y  a b o u t  h i s  o w n  m a n a g e r i a l  
a b i l i t y .  
A  f a r m  o p e r a t o r ' s  n e e d  f o r  m e e t i n g  n o t  o n l y  h i s  c a s h  p r o d u c t i o n  
e x p e n s e s ,  b u t  a l s o  h i s  c a s h  f a m i l y  l i v i n g  r e q u i r e m e n t s ,  t a x e s ,  i n t e r e s t ,  
a n d  p r i n c i p a l  p a y m e n t s  f r o m  a n  u n c e r t a i n  a n d  v a r y i n g  a n n u a l  i n c o m e  
i s  c o m p a r a b l e  t o  a n  e m p l o y e r ' s  n e e d  f o r  m e e t i n g  a  p a y r o l l .  A m o n g  
I l l i n o i s  t e n a n t s ,  c a s h  p r o d u c t i o n  e x p e n s e s  a n d  r e p l a c e m e n t  o f  c a p i t a l  
i t e m s  a b s o r b e d  t h r e e  o u t  o f  e v e r y  f o u r  d o l l a r s  o f  c a s h  i n c o m e .  O u t  o f  
t h e  r e m a i n i n g  d o l l a r ,  t h e  t e n a n t  f a m i l y  m u s t  p a y  i t s  l i v i n g  e x p e n s e s ,  
i n c o m e  a n d  s o c i a l  s e c u r i t y  t a x e s ,  i n t e r e s t  o n  i n d e b t e d n e s s ,  a n d  a n y  
s a v i n g  t h r o u g h  r e t i r e m e n t  o f  d e b t s  o r  o t h e r w i s e .  
O n e  a n s w e r  t o  t h e  p r o b l e m  o f  a  h i g h  l e v e l  o f  m a n a g e m e n t ,  e v e n  o n  
o n e - m a n  f a r m s ,  i s  s p e c i a l i z a t i o n  i n  a  l i m i t e d  n u m b e r  o f  e n t e r p r i s e s .  
T h e  t i m e  a n d  e f f o r t  r e q u i r e d  t o  g e t  i n f o r m a t i o n  c o n c e r n i n g  m a n a g e ­
m e n t  d e c i s i o n s  d o  n o t  v a r y  m u c h  w i t h  v o l u m e  o f  p r o d u c t i o n .  I t  m a y ,  
f o r  e x a m p l e ,  t a k e  t h e  s a m e  a m o u n t  o f  t i m e  a n d  e f f o r t  t o  l e a r n  h o w  t o  
c o n t r o l  c e r t a i n  l i v e s t o c k  d i s e a s e s  i n  a  s m a l l  h e r d  a s  i n  a  l a r g e r  o n e .  
E x c e p t  i n  m a j o r  l i v e s t o c k  a n d  d a i r y  a r e a s ,  b e g i n n i n g  f a r m e r s  t e n d  
t o  s t a r t  a s  c a s h - c r o p  f a r m e r s  a n d  a d d  l i v e s t o c k  e n t e r p r i s e s  t o  t h e i r  
o p e r a t i o n s  a s  t h e i r  a c c u m u l a t i o n  o f  c a p i t a l  a n d  m a n a g e r i a l  e x p e r i e n c e  
p e n n i t s .  U n c e r t a i n t y  a b o u t  t h e i r  a b i l i t y  t o  m a k e  p r o f i t a b l e  u s e  o f  
b o r r o w e d  m o n e y  i s  m o r e  o f t e n  t h e  f a c t o r  t h a t  l i m i t s  t h e  a m o u n t  
o f  c a p i t a l  e m p l o y e d  b y  b e g i n n i n g  f a r m e r s  t h a n  t h e  a c t u a l  r e f u s a l  o f  
c r e d i t o r s  t o  m a k e  c a p i t a l  a v a i l a b l e  t o  t h e m .  T h i s  i s  n o t  t o  s a y  t h a t  
b e g i n n i n g  f a r m e r s  h a v e  n o  c r e d i t  p r o b l e m s .  A  v e r y  c a p a b l e  y o u n g  m a n  
m a y  h a v e  u s e d  h i s  s a v i n g s  a n d  f a m i l y  h e l p  t o  g e t  a  c o l l e g e  e d u c a t i o n  
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III agriculture and still be refused credit because he does not have 
enough equity capital. 
Technological developments are becoming available and are rapidly 
being applied to farm operations. The prospective farm operator hav­
ing only a vocational agriculture course in high school cannot expect to 
be fully equipped to meet farm management problems ten years later 
without a continuing study of new information. 
One indication of the complexity ·of the farm management job can 
be gained by considering the implication of such terms as minimum­
tillage methods, high-analysis fertilizer, hybrid varieties, antibiotics, 
gibberellins, hormones, herbicides, pesticides and others that are just 
now coming out of the laboratories. What about corn combines, hay 
pelleting, pipe-line milkers, feed-metering and mixing, and supple­
mental irrigation? The manager's job is not done when he has learned 
about and decided how to use these methods and products on his farm. 
He must also raise and answer the economic questions: How much do 
these things cost? Will they increase net income? What size of opera­
tion do I need before these investments can be made profitable? How. 
far can I go before my money would earn more if it were invested 
elsewhere? Farming is highly competitive, and economic survival of 
the individual farmer depends to a large degree on the operator's ability 
to make such decisions as these. 
Family help is important. Family help is a major factor in the 
processes by which farm operatorships are transferred from one gener­
ation to another, or by which new operators become established. Most 
farming opportunities are preempted by persons with family ties to 
land. 
The types of family help that were most important to beginning 
farmers included in regional research studies were: (1) access to land; 
(2) access to capital or opportunities to accumulate capital; and 
(3) managerial guidance and encouragement. The big problem of 
finding a farm was frequently solved by making a start on the home 
farm as a tenant, or in a father-son operating agreement. Capital 
assistance took many forms, including use of the father's machinery, 
outright cash gifts or gifts of livestock, direct loans or collateral 
security on loans obtained from commercial lenders, and in a few 
instances inheritance. 
A study of 182 young farm families who began farming in Clinton 
county, Indiana, between 1947 and 1953 showed that nearly three­
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G e t t i n g  S t a r t e d  a n d  E s t a b l i s h e d  i n  F a r m i n g  
f o u r t h s  r e c e i v e d  s u b s t a n t i a l  f a m i l y  h e l p !  w h e n  t h e y  s t a r t e d .  O f  t h o s e  
w h o  s t a r t e d  w i t h  f a m i l y  h e l p ,  8 0  p e r c e n t  l e a s e d  t h e i r  i n i t i a l  f a r m  l a n d  
f r o m  c l o s e  r e l a t i v e s .  
S i m i l a r  r e s u l t s  w e r e  o b t a i n e d  i n  a  s t u d y  o f  t h e  p o s t - W o r l d  W a r  I I  
o c c u p a t i o n a l  e x p e r i e n c e s  o f  1 9 5  f a r m - r e a r e d  b o y s  i n  M i c h i g a n .  I n  
1 9 5 5 ,  o n l y  5 8  o f  t h e  1 9 5  w e r e  f a r m i n g .  O f  t h e s e  5 8 ,  3 3  w e r e  f a r m i n g  
f u l l  t i m e ,  a n d  2 5  o f  t h e  3 3 ,  o r  7 6  p e r c e n t ,  b e g a n  f a r m i n g  o n  t h e i r  h o m e  
f a r m s .  A c c e s s  t o  l a n d  w a s  g i v e n  a s  o n e  o f  t h e  d i f f i c u l t  p r o b l e m s  i n  
m a k i n g  a  s t a r t  i n  f a r m i n g .  T h u s  t h e  o p p o r t u n i t y  t o  s t a r t  f a r m i n g  o n  
t h e  h o m e  f a r m  i s  a n  i t e m  o f  m a j o r  f a m i l y  a s s i s t a n c e .  
E i g h t y - t w o  p e r c e n t  o f  a  g r o u p  o f  1 7 5  b e g i n n i n g  f a r m e r s  i n  M i s ­
s o u r i  r e c e i v e d  s u b s t a n t i a l  f a m i l y  a s s i s t a n c e  i n  m a k i n g  t h e i r  s t a r t .  
A m o n g  1 4 5  b e g i n n i n g  f a r m  f a m i l i e s  i n  I l l i n o i s ,  c a p i t a l  a s s i s t a n c e  
a v e r a g e d  $ 3 , 6 4 9  e a c h .  O n  t h e  a v e r a g e ,  t h e s e  f a m i l i e s  s t a r t e d  f a r m i n g  
i n  1 9 4 8 .  G i f t s ,  i n c l u d i n g  t h e  u s e - v a l u e  o f  t h e  f a t h e r ' s  m a c h i n e r y ,  m a d e  
u p  1 8  p e r c e n t  o f  t h e  t o t a l  c a p i t a l  a s s i s t a n c e .  I n h e r i t a n c e s  a c c o u n t e d  
f o r  a n o t h e r  1 8  p e r c e n t .  D i r e c t  l o a n s  a m o u n t e d  t o  5 0  p e r c e n t  o f  t h e  
t o t a l .  C o - s i g n e d  n o t e s  m a d e  u p  t h e  b a l a n c e ,  1 4  p e r c e n t .  O n l y  3 0  o f  
t h e  1 4 5  w h o  w e r e  f a r m i n g  i n  1 9 5 4  h a d  m a d e  t h e i r  s t a r t  w i t h o u t  a n y  
f a m i l y  a s s i s t a n c e .  T h u s  a l m o s t  8 0  p e r c e n t  u s e d  s o m e  t y p e  o f  f a m i l y  
h e l p .  
A s s i s t a n c e  i n  m a n a g e r i a l  p r o b l e m s  i s  a n  i n t a n g i b l e  t h i n g  a n d  c a n n o t  
r e a d i l y  b e  m e a s u r e d .  I n t e r v i e w s  w i t h  m a n y  b e g i n n i n g  f a r m  f a m i l i e s  
r e v e a l e d  t h a t  p a r e n t a l  a s s i s t a n c e  o f  t h i s  t y p e  r e m o v e d  s o m e  o f  t h e  
u n c e r t a i n t y  a n d  h e s i t a t i o n  i n  b o r r o w i n g  m o n e y  o r  i n  e n t e r i n g  o n  n e w  
e n t e r p r i s e s  o n  a n  e f f i c i e n t  s c a l e .  I n  s o m e  c a s e s ,  l o a n s  o r  l a b o r - s h a r e  
l e a s e  a r r a n g e m e n t s  w e r e  m a d e  c o n t i n g e n t  o n  p a r e n t a l  m a n a g e r i a l  
s u p e r v i s i o n  o f  t h e  y o u n g  f a m i l y ' s  i n i t i a l  f a r m i n g  o p e r a t i o n s .  
L a n d ,  m a c h i n e r y  a n d  e q u i p m e n t ,  l i v e s t o c k ,  a n d  o t h e r  f o r m s  o f  
f a r m  c a p i t a l  a r e  o f t e n  m a d e  a v a i l a b l e  t o  b e g i n n i n g  f a r m  f a m i l i e s  a t  l e s s  
t h a n  c o m p e t i t i v e  r a t e s .  T h i s  a l l o w s  t h e  y o u n g  f a m i l y  t o  u s e  i t s  s a v i n g s  
a s  a  b a s i s  f o r  o b t a i n i n g  c r e d i t  f r o m  c o m m e r c i a l  s o u r c e s  t o  s u p p l e m e n t  
i t s  i n i t i a l  c a p i t a l .  D i r e c t  l o a n s  f r o m  r e l a t i v e s  m a y  c a r r y  a  l o w  r a t e  o f  
i n t e r e s t ,  a n d  m a y  a l s o  p r o v i d e  o p e r a t i n g  c a p i t a l  o n  a n  i n t e r m e d i a t e -
S u b s t a n t i a l  f a m i l y  a s s i s t a n c e  w a s  d e f i n e d  i n  a l l  s t a t e  c o n t r i b u t i n g  p r o j e c t s  a s  
c o n s i s t i n g  o f  o n e  o r  m o r e  o f  t h e  f o l l o w i n g :  ( 1 )  f i n a n c i a l  a n d  m a n a g e r i a l  a s s i s t ­
a n c e  t h r o u g h  a  f a t h e r - s o n  a g r e e m e n t  o n  a  v o l u m e  o f  b u s i n e s s  l a r g e  e n o u g h  t o  
e f f i c i e n t l y  e m p l o y  t h e  c o n t r i b u t i o n s  o f  b o t h  f a t h e r  a n d  s o n ;  ( 2 )  p o s s e s s i o n  o f  a n a  
s e c u r i t y  o f  t e n u r e  o n  a  f a m i l y - t y p e  f a r m  o r  l a r g e r  b y  v i r t u e  o f  k i n s h i p  w i t h  t h e  
o w n e r ;  ( 3 )  i n h e r i t a n c e ,  g i f t s ,  o r  c o n c e s s i o n s  i n  m o n e y  o r  i n  k i n d  e q u a l  i n  v a l u e  
t o  a  y e a r  o r  m o r e  o f  w a g e s  t o  h i r e d  l a b o r ;  a n d  ( 4 )  e i t h e r  d i r e c t  l o a n s  o r  c o l l a t e r a l  
s e c u r i t y  o n  o u t s i d e  l o a n s  o r .  b o t h  i n  a n  a m o u n t  e q u a l  t o  t w o  y e a r s  o r  m o r e  o f  
w a g e s  t o  h i r e d  l a b o r .  
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term or a no-term basis. Such terms allow a beginning farm family to 
apply its surplus earnings to the retirement of debts owed to commer­
cial lenders, or to accumulate operating-capital inventories rather than 
liquidate such inventories for debt retirement. Under such inventory 
build-ups, the young family's net-worth-to-debt ratio and the safety of 
the loan from the creditor's point of view are actually increased, but 
relatively few non family lenders have been willing to extend credit on 
such terms. 
Intermediate-term credit from commercial sources to provide oper­
ating capital can replace some family help. Production credit associa­
tions, individual bankers, and other lenders are now making some 
intermediate-term loans to beginning farmers. 
FINDING A FARM 

Land a Key Factor 

Finding an adequate farm is perhaps the most difficult problem for 
a young man without kinship ties to land. Land becomes available to 
beginning farmers at the discretion of its owners or those who control 
the rights of possession. Such persons may choose one of the following 
ways of transferring rights of possession and use to beginning farmers. 
They may transfer operating rights for a limited period to a young 
man as a tenant or they may operate the farm jointly. If they rent the 
farm, they may rent it: ( 1) for cash, (2 ) for a share of the crop or 
for a share of the crop plus cash, or (3) for a share of the crop and 
livestock. If they choose to operate the farm jointly, they have a 
choice of four arrangements: ( 1) father-son agreements; ( 2) labor­
share arrangements; (3) cropper arrangements; and (4) partnerships. 
They may also transfer operating rights by transferring ownership. 
They may do this, too, in one of four ways: (1) by cash purchase; 
(2) by mortgage-secured, credit-financed purchase; ( 3) by land con­
tract purchase; and (4) by gift or inheritance. 
Most young farmers enter farming gradually, especially those who 
enjoy a substantial measure of family assistance. A young man may 
continue to live at home with his parents and exchange work on the 
father's farm for use of the father's machinery to produce a crop on 
individual fields or small tracts of 40 to 80 acres rented on short-term 
leases. Returns from such cropping enterprises may form the basis of 
capital savings with which full-time entry into farming is later financed. 
It may also serve as an exploratory period for a young man who has not 
fully decided to make farming his life work. 
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R e n t i n g  L a n d  
R e l a t i v e l y  f e w  y o u n g  m e n  s t a r t  f a r m i n g  a s  o w n e r s  o r  p a r t - o w n e r s ,  
e v e n  w h e r e  l a n d  p r i c e s  a r e  c o m p a r a t i v e l y  l o w .  T h e  g r e a t  m a j o r i t y  m a k e  
t h e i r  s t a r t  b y  s o m e  k i n d  o f  r e n t a l  a r r a n g e m e n t  ( T a b l e s  3  a n d  4 ) .  
A m o n g  t h e  1 7 5  b e g i n n i n g  f a r m e r s  i n  t h e  M i s s o u r i  s t u d y ,  7 7  p e r c e n t  
b e g a n  a s  t e n a n t  o p e r a t o r s  o r  i n  f a t h e r - s o n  o p e r a t i n g  a r r a n g e m e n t s .  
I n  C l i n t o n  c o u n t y ,  I n d i a n a ,  9 8  p e r c e n t  o f  t h e  1 8 2  b e g i n n i n g  f a r m e r s  
a l s o  b e g a n  e i t h e r  a s  t e n a n t s  o r  u n d e r  f a t h e r - s o n  a g r e e m e n t s .  A t  l e a s t  
t h i s  p a r t  o f  t h e  t e n u r e  l a d d e r  a p p e a r s  t o  b e  s t i l l  i n  o p e r a t i o n .  I n  t h e  
c e n s u s  y e a r  1 9 5 4 ,  o p e r a t o r s  u n d e r  2 5  i n  t h e  N o r t h  C e n t r a l  R e g i o n  
w e r e  p r i m a r i l y  t e n a n t s ,  b u t  t h e  p r o p o r t i o n  o f  t e n a n t s  d e c r e a s e d  w i t h  
a d v a n c e s  i n  a g e  ( F i g .  2 ) .  A m o n g  o p e r a t o r s  6 5  y e a r s  o r  m o r e  o l d ,  8 0  
p e r c e n t  w e r e  f u l l  o w n e r s  a n d  a b o u t  7  p e r c e n t  t e n a n t s .  
T y p e s  o f  l e a s e s  f o r  b e g i n n i n g  f a r m e r s .  A m o n g  t h e  f o u r  m a j o r  
t y p e s  o f  f a r m  l e a s e s  - c a s h ,  c r o p - s h a r e  o r  c r o p - s h a r e - c a s h ,  l i v e s t o c k ­
s h a r e ,  a n d  l a b o r - s h a r e  - c a s h  l e a s e s  a r e  l e a s t  f r e q u e n t l y  u s e d  b y  b e ­
g i n n i n g  f a r m e r s .  T h e  r e a s o n s  a r e  f a i r l y  o b v i o u s .  T h e  o p e r a t o r ' s  c a p i t a l  
a n d  m a n a g e r i a l  r e q u i r e m e n t s  a r e  h i g h e r  u n d e r  c a s h  l e a s e s  t h a n  u n d e r  
a n y  o f  t h e  o t h e r  l e a s e s  f o r  c o m p a r a b l e  f a r m s  a n d  c o m p a r a b l e  v o l u m e s  
o f  b u s i n e s s .  A n d ,  p e r h a p s  m o s t  i m p o r t a n t  i n  t h e  m i n d s  o f  b e g i n n i n g  
f a r m e r s ,  t h e  b u r d e n  o f  r i s k  i s  h e a v i e s t .  
T a b l e  3 .  - P e r c e n t  o f  F u l l - T e n a n t  F a r m s  A m o n g  C o m m e r c i a l  F a r m s  
i n  E a c h  o f  T h r e e  A g e  G r o u p s ,  1 9 5 4  C e n s u s  o f  A g r i c u l t u r e  
P e r c e n t  o f  f u l l  t e n a n t s  i n  e a c h  a g e  g r o u p  
S t a t e s
R  
U n d e r  3 5  
y e a r s  
3 5 - 5 4  
y e a r s  
5 5  y e a r s  
a n d  o l d e r  
A l l  a g e s  
I o w a .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . .  .  . .  7 8  3 9  1 7  
4 0  
N e b r a s k a .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . .  7 6  
3 8  1 0  
3 9  
I l l i n o i s .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  7 4  
4 3  1 7  
3 9  
K a n s a s  .  .  .  .  . .  . . . . . .  .  .  . . .  . . .  . .  .  .  .  .  .  . .  6 6  
3 0  1 2  
2 9  
S o u t h  D a k o t a .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . .  6 2  
2 6  
1 1  2 9  
K e n t u c k y .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . .  
I n d i a n a . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  
5 4  
5 6  
2 5  
2 4  
1 0  
8  
2 3  
2 2  
M i n n e s o t a .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . .  5 1  
1 9  
6  2 0  
N o r t h  D a k o t a  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . .  4 9  
1 6  
6  2 0  
O h i o . .  .  . .  . .  . . .  .  . . . .  . .  .  .  .  . . . . . . .  .  .  .  .  .  5 5  2 2  
7  
2 0  
M i s s o u r i .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . .  5 0  
2 1  
9  2 0  
W i s c o n s i n .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . .  4 1  1 4  4  1 6  
M i c h i g a n . . . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . .  
A l l  1 3  s t a t e s .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . .  
2 6  
5 9  
9  
2 6  
3  
1 0  
9  
2 6  
a  S t a t e s  l i s t e d  b y  p e r c e n t  o f  t e n a n c y  a m o n g  c o m m e r c i a l  f a r m s .  
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Table 4. - Initial Tenure Arrangements of Beginning Farm Operators 

Making a Start in Farming Since 1945 in Samples From Selected States 

Missouri Indiana South Dakota Illinois 
Number of men in sample ........ 175 182 28'" 143 
Percent who started as : 
Owner-operatorb.............. 
Part-ownerb . ... .. . .. .... . .. .. 
16 
7 }2 
4 
4 } 8 
Cash tenant . ..... . ........... 9 1 
Crop-share tenant .... . . . ...... 
Livestock-share tenant ......... 
32 
5 
22 
63 0 
75 54 
3 
Partner in father-son agreement 
Other ..... . .... . .. .. . . ....... 
25 
6 
13 17 34 
a This sample from Spink county, South Dakota, included only those who started farming 
in 1956. 
b Includes any who acquired ownership through land contracts. 
C The Indiana sample came from Clinton county, an intensive livestock-producing area in 
which livestock-share leases predominate. 
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Most of the younger operators are tenants, while most of the older ones 
own their farms. These data are from the 1954 Census of Agriculture for the 
twelve North Central states and Kentucky. (Fig. 2) 
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C a s h  l e a s e s .  W h e r e  c a s h  l e a s e s  a r e  u s e d  b y  b e g i n n i n g  f a r m e r s ,  t h e  
p a r t i e s  t o  t h e  l e a s e  a r e  u s u a l l y  r e l a t e d .  A  f a t h e r  w h o  w a n t s  t o  g i v e  
h i s  s o n  o r  s o n - i n - l a w  t h e  g r e a t e s t  a m o u n t  o f  f r e e d o m  i n  t h e  o p e r a t i o n  
o f  h i s  b e g i n ' n i n g  f a r m  b u s i n e s s  m a y  s u g g e s t  a  c a s h  l e a s e  a s  t h e  m e a n s  
t o  t h i s  e n d .  I n  s u c h  s i t u a t i o n s  t h e  c a s h  r e n t  t e n d s  t o  b e  l o w e r  t h a n  
c o m p e t i t i v e  r e n t  f o r  f a r m s  o f  s i m i l a r  q u a l i t y .  T h e  r e n t  i s  o f t e n  s e t  a t  
a  l e v e l  i n t e n d e d  t o  a p p r o x i m a t e  t h e  l i v i n g  r e q u i r e m e n t s  o f  t h e  p a r e n t s  
r a t h e r  t h a n  a t  a  f i g u r e  t h a t  w o u l d  r e p r e s e n t  t h e  c o m p e t i t i v e  r e n t a l  v a l u e  
o f  t h e  f a r m .  
O n  o n e  s o u t h e r n  I l l i n o i s  f a r m ,  t h e  f a r m  o w n e r  a n d  h i s  s o n - i n - l a w  
a g r e e d  o n  a  c a s h  l e a s e  i n  p r e f e r e n c e  t o  a  l i v e s t o c k - s h a r e  l e a s e  b e c a u s e  
t h e y  r e c o g n i z e d  t h e  p r o b a b i l i t y  o f  c o n f l i c t  b e t w e e n  t h e  y o u n g  m a n ,  w h o  
w a s  a  c o l l e g e  o f  a g r i c u l t u r e  g r a d u a t e ,  a n d  h i s  f a t h e r - i n - l a w  o n  t h e  
q u e s t i o n  o f  l i v e s t o c k  m a n a g e m e n t  p r a c t i c e s .  A  l i v e s t o c k - s h a r e  l e a s e  
w o u l d  h a v e  p r o v i d e d  t h e  s o n - i n - l a w  w i t h  n e e d e d  f i n a n c i a l  a s s i s t a n c e ,  
b u t  l o a n s  f r o m  t h e  f a t h e r - i n - l a w  a c c o m p l i s h e d  t h e  s a m e  p u r p o s e .  A  
p a r t i a l  r i s k - s h a r i n g  w a s  e f f e c t e d  b y  u s i n g  a  c o m m o d i t y - b a s e d ,  s t a n d i n g  
r e n t  u n d e r  w h i c h  t h e  t w o  p a r t i e s  s h a r e d  t h e  r i s k  o f  p r i c e  f l u c t u a t i o n .  
R i s k s  o f  e x t r e m e  v a r i a t i o n s  i n  c r o p  p r o d u c t i o n  w e r e  s h a r e d  b y  m e a n s  
o f  a  d i s a s t e r  c l a u s e  i n  t h e  l e a s e .  W h e n  c o u n t y  a v e r a g e  y i e l d s  f e l l  
b e l o w  a  s t a t e d  p e r c e n t a g e  o f  a  m o v i n g  f i v e - y e a r  a v e r a g e ,  t h e  c a s h  r e n t  
w a s  l o w e r e d .  T h e  l a n d o w n e r  s i m i l a r l y  s h a r e d  i n  b u m p e r  c r o p s  b y  a n  
u p w a r d  a d j u s t m e n t  i n  r e n t .  
C r o p - s h a r e
l  
a n d  c r o p - s h a r e - c a s h  l e a s e s  a r e  w e l l  a d a p t e d  t o  t h e  
n e e d s  o f  m a n y  b e g i n n i n g  f a r m e r s .
2  
T h e y  a r e  p a r t i c u l a r l y  a p p r o p r i ­
a t e  f o r  t h e  u n m a r r i e d  y o u n g  m a n  w h o  r e n t s  u n i m p r o v e d  l a n d .  H e  m a y  
l i v e  a t  h o m e  w i t h  h i s  p a r e n t s  a n d  f a r m  s u c h  l a n d  w i t h  h i s  f a t h e r ' s  
m a c h i n e r y ,  t h e  u s e  o f  w h i c h  h e  m a y  b e  g i v e n  i n  e x c h a n g e  f o r  h i s  l a b o r .  
A s  t h e  n a m e  i m p l i e s ,  t h e  r e n t  p a i d  t o  t h e  l a n d o w n e r  u n d e r  a  c r o p ­
s h a r e  l e a s e  i s  a  s h a r e  o f  t h e  c r o p ,  u s u a l l y  o n e - t h i r d ,  t w o - f i f t h s ,  o r  o n e ­
h a l f .  O n l y  t h e  b e t t e r  s o i l s  o f  t h e  c o r n  b e l t  c o m m a n d  a  o n e - h a l f - s h a r e  
r e n t .  B y  a c c e p t i n g  a  s h a r e  o f  t h e  c r o p  a s  r e n t ,  t h e  l a n d o w n e r  s h a r e s  
i n  t h e  p r o d u c t i o n  r i s k ,  a n d  t h e  y o u n g  o p e r a t o r  t a k e s  l e s s  r i s k  t h a n  h e  
w o u l d  h a v e  t o  t a k e  o n  a  c a s h  l e a s e .  I n  a d d i t i o n  t o  a  s h a r e  o f  t h e  g r a i n  
c r o p s ,  t h e  y o u n g  t e n a n t ,  h o w e v e r ,  m a y  p a y  s o m e  c a s h  r e n t  i n  l i e u  o f  
t h e  l a n d l o r d ' s  s h a r e  o f  h a y  o r  p a s t u r e  c r o p s ,  o r  a s  a n  a d d e d  r e t u r n  t o  
l a n d l o r d  f o r  f u r n i s h i n g  s u p e r i o r  i m p r o v e m e n t s .  
1  T h e  t e r m  " c r o p - s h a r e  l e a s e "  a s  u s e d  e l s e w h e r e  i n  t h i s  b u l l e t i n  i n c l u d e s  
c r o p - s h a r e - c a s h  l e a s e s .  
2  F o r  a  d i s c u s s i o n  o f  f a r m  l e a s e s  a n d  l e a s e  p r a c t i c e s ,  s e e  N o r t h  C e n t r a l  
R e g i o n a l  P u b l i c a t i o n  5 0 ,  " F a r m  R e n t a l  P r a c t i c e s  a n d  P r o b l e m s  i n  t h e  M i d w e s t , "  
I o w a  A g r .  E x p .  S t a ,  R e s .  B u l .  4 1 6 .  1 9 5 4 .  
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Under a crop-share lease, the young farmer is usually expected to 
furnish all labor, machinery, equipment, fuel, and repairs, and a pro­
portionate share of such variable costs as annual fertilizers, seed, seed 
treatment, and insect control. The tenant also furnishes all investments 
in livestock enterprises since the landlord does not share in the livestock 
returns. Thus capital requirements under this lease arrangement may 
be high, but the scale of operations can be very flexible, allowing the 
tenant time for growth in managerial skill and accumulation of capital. 
Livestock- sha re le a ses provide for a share of the rent on crops 
grown even though they are usually fed and marketed through jointly 
owned livestock, and a share of the returns from livestock. The land­
owner furnishes the farm and permanent facilities for livestock, and 
part of the investment in livestock, feed, and specialized livestock 
equipment. The tenant is usually expected to furnish all labor, the 
basic items of machinery and equipment, and a proportionate share in 
livestock and feed. 
Livestock-share leases are most appropriate on complete farm units 
requiring a resident operator. The tenant's total investment can be 
substantial, but because the landlord shares in the capital investment 
necessary for the operation, the amount of capital the tenant needs is 
much less than what he would need for a similar volume of business 
under either a cash or crop-share lease. 
Crop-share as opposed to livestock-share leases . Except in inten­
sive dairy areas, there are more livestock-share leases among young 
than among older, established tenants. This is less true, however, 
among young men who start farming without substantial familyassist­
ance. Except in areas where most farms are livestock farms and where 
livestock-share leases predominate, this group tends to prefer crop­
share leases, particularly in their first year. A tenant needs less capital 
under a crop-share or cash-crop lease on a grain farm than he needs 
under a livestock-share lease on a livestock farm of the same size. 
Inexperienced, beginning farmers with small amounts of equity capital 
are quite risk conscious; a livestock operation carries more risk than 
a grain operation because the added investment may mean a still lower 
net-worth-to-debt ratio and because a livestock operation expands the 
area of managerial requirements. 
The key to lease preference is the amount of experience with 
livestock and the capital at hand. Young men who have grown up 
on livestock farms and who have had personal experience in managing 
livestock projects are prepared to start in farming with one or more 
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l i v e s t o c k  e n t e r p r i s e s .  A  l i v e s t o c k - s h a r e  l e a s e  i s  a n  e x c e l l e n t  f i r s t  t e n u r e  
a r r a n g e m e n t  f o r  s u c h  y o u n g  m e n ,  e s p e c i a l l y  i f  t h e y  h a v e  e n o u g h  e q u i t y  
c a p i t a l  t o  s t a r t  a s  t e n a n t  o p e r a t o r s  b u t  n o t  e n o u g h  t o  f i n a n c e  a  f u l l  
i n v e n t o r y  o f  l i v e s t o c k ,  f e e d ,  a n d  m a c h i n e r y  o n  t h e i r  f i r s t  f a r m .  U n d e r  
a  l i v e s t o c k - s h a r e  l e a s e ,  t h e  l a n d l o r d  c a n  c o n t r i b u t e  e n o u g h  o p e r a t i n g  
c a p i t a l  t o  p e r m i t  a  c a p a b l e  y o u n g  f a r m e r  t o  u s e  h i s  m a n a g e r i a l  a b i l i t y  
o n  a  g r e a t e r  v o l u m e  o f  b u s i n e s s  a n d  t h u s  o p e r a t e  m o r e  e f f i c i e n t l y  a n d  
e n j o y  g r e a t e r  r e t u r n s .  
L i v e s t o c k - s h a r e  l e a s e s  o f f e r  t w o  o t h e r  p o s s i b l e  a d v a n t a g e s  o f  m a j o r  
i m p o r t a n c e  t o  b e g i n n i n g  f a r m e r s .  F i r s t ,  t h e y  o f f e r  a  y o u n g  m a n  a n  
e x c e l l e n t  o p p o r t u n i t y  t o  g a i n  e x p e r i e n c e  a n d  t o  l e a r n  l i v e s t o c k  m a n a g e ­
m e n t  f r o m  a  l a n d l o r d  w h o  i s  a  s u c c e s s f u l  l i v e s t o c k  f a r m e r .  A n d  s e c ­
o n d ,  i f  t h e  l a n d l o r d  i s  a  g o o d  l i v e s t o c k  f a r m e r ,  t h e y  m a k e  s o m e  l e n d e r s  
m o r e  w i l l i n g  t o  e x t e n d  c r e d i t  f o r  b u y i n g  t h e  l i v e s t o c k  a n d  e q u i p m e n t  
t h e  y o u n g  f a r m e r  n e e d s .  O b v i o u s l y ,  l i v e s t o c k - s h a r e  l e a s e s  a r e  m o s t  
a p p r o p r i a t e  o n  f a r m s  t h a t  r e q u i r e  l i v e s t o c k  f o r  m a r k e t i n g  t h e  f e e d s  a n d  
r o u g h a g e s  n e c e s s a r y  f o r  a  g o o d  l a n d - u s e  p r o g r a m  a n d  t h a t  a l r e a d y  
h a v e  s t o r a g e  f o r  f e e d  a n d  o t h e r  i m p r o v e m e n t s  f o r  h a n d l i n g  l i v e s t o c k .  
S o m e  c h a r a c t e r i s t i c s  o f  r e n t a l  a r r a n g e m e n t s  a n d  l e a s e  t e r m s  o f  
p a r t i c u l a r  i m p o r t a n c e  t o  a  b e g i n n i n g  f a r m e r .  
1 .  A d e q u a t e  v o l u m e  o f  b u s i n e s s .  A  l e a s e  o n  a  t r a c t  o f  l a n d  t h a t  i s  
t o o  s m a l l  t o  f u l l y  u t i l i z e  t h e  a v a i l a b l e  l a b o r  s h o u l d  p e r m i t  t h e  t e n a n t ­
o p e r a t o r  t o  r e n t  a d d i t i o n a l  l a n d  o r  t o  c a r r y o n  o u t s i d e  e m p l o y m e n t .  T h e  
i m p o r t a n c e  o f  a n  a d e q u a t e  v o l u m e  o f  b u s i n e s s  i s  o c c a s i o n a l l y  o v e r ­
l o o k e d  i n  t h e  d e v e l o p m e n t  o f  l a b o r - s h a r e  l e a s e s  o r  f a t h e r - s o n  o p e r a t i n g  
a r r a n g e m e n t s .  I f  t h e  i n c o m e - p r o d u c i n g  o p p o r t u n i t i e s  o f  t h e  f a r m  f a m ­
i l y  a r e  l i m i t e d  b y  t h e  t h e  s i z e  o f  t h e  b u s i n e s s  t o  l e s s  t h a n  t h e  d e s i r e d  
l e v e l s ,  t h e  a r r a n g e m e n t  w i l l  n o t  b e  s a t i s f a c t o r y ,  n o  m a t t e r  h o w  f a i r l y  
a n d  e q u i t a b l y  t h e  i n c o m e  m a y  b e  d i v i d e d .  E v e r y  b e g i n n i n g  f a r m e r  
c o n s i d e r i n g  a  r e n t a l  a r r a n g e m e n t  s h o u l d  m a k e  a  p a p e r  e s t i m a t e  o f  t h e  
e x p e c t e d  i n c o m e  a n d  e x p e n s e s  o f  a n  a v e r a g e  y e a r ' s  o p e r a t i o n .  H e  c a n  
t h e n  e s t i m a t e  w h e t h e r  h i s  s h a r e  o f  t h e  p r o j e c t e d  i n c o m e  w i l l  b e  s a t i s ­
f a c t o r y  o r  n o t .  H e  w i l l  a l s o  h a v e  a  g o o d  b a s i s  f o r  e s t i m a t i n g  w h a t  h i s  
p o s i t i o n  w i l l  b e  i n  t h o s e  y e a r s  w h e n  i n c o m e  f a l l s  b e l o w  a v e r a g e .  
2 .  E q u i t a b l e  s h a r i n g  o f  c o n t r i b u t i o n s .  O n  c a s h - c r o p  f a r m s  a n  i m ­
p o r t a n t  i t e m  i s  t h e  f a i r  s h a r i n g  o f  f e r t i l i z e r  c o s t S . l  F e r t i l i z e r  m a y  b e  a  
1  S h a r i n g  o f  f e r t i l i z e r  c o s t s  i s  a  b i g  p r o b l e m  i n  f a r m  l e a s i n g ,  a n d  t h e  r e a d e r  
i s  u r g e d  t o  c o n s u l t  p u b l i c a t i o n s  o n  t h e  s u b j e c t .  A  c o m m o n  m i s t a k e  i s  t o  c o n f u s e  
t h e  i m b a l a n c e  r e s u l t i n g  f r o m  a  l a c k  o f  v o l u m e  w i t h  t h e  q u e s t i o n  o f  e q u i t a b l e  
s h a r i n g .  
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most profitable investment in the area, but may not prove profitable to 
the tenant unless the landowner is willing to pay his proportionate 
share of the cost. Of course, a tenant may pay for all of the fertilizer 
and still realize a higher net return as long as his share of the yield 
increase is worth more than the fertilizer cost, but unless the landlord 
makes some other offsetting contribution, the tenant may resent stand­
ing the full expense. 
3. Reimbursement guarantees. Cash leases avoid the problem of 
sharing inputs of improvement capital between landlord and tenant. 
Unless they include appropriate reimbursement guarantees, however, a 
young tenant may find that after he has invested some of his meager 
capital in a fertility build-up, he has lost the lease and his capital with 
it. Under a reimbursement guarantee, the landlord agrees to pay the 
tenant at the end of the tenancy for the unused portion of any improve­
ments the tenant has made. Without assurance of continuing tenure, 
reimbursement guarantees are necessary to protect the tenant's invest­
ments in capital improvements. 
4. Security of tenure. Initial leases might well include some pro­
visions for security of tenure that would encourage the beginning op­
erator to invest his funds in improvement capital or more adequate 
levels of working capital. 
The experiences of two young men in Kansas point up this problem 
of security of tenure. Glenn and his young family had been farming 
only four years as tenant operators on a badly run-down farm. The 
owner of the farm died suddenly, and plans for settling the estate 
forced Glenn either to buy the farm or move. Fortunately, he obtained 
the necessary credit from the Farmers Home Administration with 
which to buy the farm, and he and his wife were able to continue 
farming as owner-operators. 
The second young man, Frank, had his share of experience with 
uncertain tenure. He and his wife recognized the limitations of small 
inadequate units. His wife wisely observed, "It is getting harder all 
the time to make something on a small farm." Frank added, "It takes 
almost as much investment to farm a small place as it does a big one." 
So Frank and his wife decided to delay their start until they were able 
to rent a good farm on a livestock-share lease. At the end of three 
years, however, the farm they rented was sold, and they were forced 
to move on rather short notice. Now they could not afford to wait for 
a farm because they had commitments in investments of machinery and 
livestock. The best they could do was to rent a small, poor farm in an 
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o u t - o f - t h e - w a y  p l a c e  t h r e e  m i l e s  f r o m  a  s c h o o l .  S i n c e  t h e  f a r m  d i d  n o t  
p r o v i d e  f u l l - t i m e  w o r k ,  F r a n k  t o o k  a  p a r t - t i m e  j o b  w o r k i n g  o n  t h e  r o a d  
f o r  t h e  c o u n t y  h i g h w a y  d e p a r t m e n t .  H e  h a d  a l m o s t  d e c i d e d  t o  g i v e  u p  
f a r m i n g  w h e n  h e  h e a r d  a b o u t  t h e i r  p r e s e n t  f a r m .  I n  s p i t e  o f  t h e  f a c t  
t h a t  b o t h  h a d  a  k e e n  d e s i r e  t o  f a r m ,  t h e i r  e x p e r i e n c e  w i t h  i n s e c u r i t y  o f  
t e n u r e  m a d e  t h e m  h o l d  o u t  f o r  a  f i v e - y e a r  l e a s e .  S u c h  l e a s e s  a r e  n o t  
p o p u l a r  w i t h  m o s t  l a n d o w n e r s ,  w h i c h  e x p l a i n s  w h y ,  a t  l e a s t  i n  t h e  
p o o r e r  l a n d  a r e a s ,  o w n e r s h i p  o f  f a r m l a n d  i s  o n e  o f  t h e  e a r l y  g o a l s  o f  
y o u n g  f a r m  f a m i l i e s .  
Q u a l i f i c a t i o n s  o f  d e s i r a b l e  t e n a n t s .  O w n e r s  o f  p r o d u c t i v e ,  w e l l ­
i m p r o v e d  f a r m s  w a n t  t e n a n t s  w h o  h a v e  t h e  m a c h i n e r y  a n d  e q u i p m e n t  
t o  d o  a  t i m e l y  a n d  e f f e c t i v e  j o b  o f  f a r m i n g  t h e i r  l a n d  a n d  w h o  h a v e  
d e m o n s t r a t e d  t h e i r  i n t e r e s t  a n d  a b i l i t y  i n  f a r m i n g .  T h e y  w a n t  m e n  
w h o  a r e  w i l l i n g  t o  u s e  f e r t i l i z e r s ,  a n t i b i o t i c s ,  i n s e c t  c o n t r o l s ,  g o o d  s e e d ,  
a n d  o t h e r  m a t e r i a l s ,  p r a c t i c e s ,  a n d  t e c h n i q u e s  o f  m o d e r n  f a r m i n g .  
M a n y  o w n e r s  a r e  t u r n i n g  t o  p r o f e s s i o n a l  m a n a g e r s  t o  r e p r e s e n t  
t h e m  i n  s e l e c t i n g  t e n a n t s  a n d  i n  p e r f o r m i n g  t h e  m a n a g e r i a l  f u n c t i o n s  
o f  n o n o p e r a t i n g  f a r m  o w n e r s .  P r o f e s s i o n a l  m a n a g e r s  t e n d  t o  h a v e  
e v e n  h i g h e r  s t a n d a r d s  o f  s e l e c t i o n  t h a n  d o  o w n e r s  i n  g e n e r a l .  O n e  
r e a s o n  i s  t h a t  b y  s e l e c t i n g  t e n a n t s  w h o  c a n  a s s u m e  a  g o o d  d e a l  o f  
r e s p o n s i b i l i t y  p r o f e s s i o n a l  m a n a g e r s  c a n  s i m p l i f y  t h e i r  o w n  m a n a g e ­
m e n t  p r o b l e m s  a n d  t h u s  s e r v e  m o r e  c l i e n t s .  
O w n e r s  c o m p e t e  w i t h  o n e  a n o t h e r  t o o  f o r  m e n  w i t h  t h e  p e r s o n a l  
a t t r i b u t e s  o f  g o o d  f a r m e r s .  A m o n g  t h e s e  a t t r i b u t e s  a r e :  (  1 )  a  l i k i n g  
f o r  f a r m  w o r k  a n d  f a r m  l i f e ;  ( 2 )  a  k n o w l e d g e  o f  m o d e r n  p r o d u c t i o n  
p r a c t i c e s ;  ( 3 )  a  w i l l i n g n e s s  t o  w o r k ;  ( 4 )  a n  i n t e r e s t  i n  i n c r e a s i n g  t h e  
p r o d u c t i v i t y  o f  t h e  f a r m ;  ( 5 )  n e a t n e s s ;  ( 6 )  a  w i l l i n g n e s s  t o  c o o p e r a t e  
w i t h  t h e  o w n e r  o r  h i s  m a n a g e r ;  ( 7 )  h o n e s t y ;  ( 8 )  p r o m p t n e s s  a n d  
t h o r o u g h n e s s  i n  b u s i n e s s  r e l a t i o n s h i p s ;  a n d  ( 9 )  c o m p e t e n c e  i n  m o n e y  
m a n a g e m e n t .  A  m i n i m u m  o f  a  h i g h  s c h o o l  e d u c a t i o n  p l u s  a  d e m o n ­
s t r a t i o n  o f  h i s  i n t e r e s t  a n d  a b i l i t y  t h r o u g h  c l u b  p r o j e c t s ,  c u s t o m  w o r k ,  
o n - t h e - j o b  p e r f o r m a n c e ,  c r e d i t  e x p e r i e n c e ,  a n d  c i v i c  p a r t i c i p a t i o n  w i l l  
g o  a  l o n g  w a y  t o w a r d  a t t r a c t i n g  t h e  a t t e n t i o n  o f  o w n e r s  w i t h  f a r m s  t o  
r e n t  o r  s e l l .  
F a t h e r - S o n  a n d  O t h e r  J o i n t  O p e r a t i o n s  
F a t h e r - s o n  f a r m  o p e r a t i n g  a g r e e m e n t s  a n d  f a r m  l e a s e s  b e t w e e n  
t e n a n t - o w n e r  r e l a t i v e s  a r e  t h e  m o s t  c o m m o n  t e n u r e  a r r a n g e m e n t s  
a m o n g  b e g i n n i n g  f a r m e r s .  S i n c e  m o s t  s t a t e s  h a v e  p u b l i c a t i o n s  o n  
f a t h e r - s o n  a g r e e m e n t s  a n d  f a r m  l e a s e s ,  t h e  s u b j e c t  w i l l  n o t  b e  d i s c u s s e d  
i n  d e t a i l  h e r e .  
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Among the forms of transfer given on page 13, the four most 
commonly used by beginning farmers who get started without sub­
stantial family assistance are: (1) crop-share or crop-share-cash 
leases; (2) cropper arrangements; (3) labor-share arrangements; and 
(4) land contracts. Each of these places a minimum, or at least a 
relatively low, capital requirement on a family beginning farming. The 
crop-share leases have already been discussed (see page 16), and land 
contracts will be discussed on page 25. 
Cropper and labor-share arrangements often require no capital con­
tribution at all from the operator. Cropper arrangements are not com­
monly used in the North Central states. They are found in this region 
almost exclusively on the cotton or tobacco farms in southeastern Mis­
souri and in Kentucky. 
Labor-share leases (sometimes called profit-sharing plans), while 
not common in the corn belt, are found mainly on livestock or dairy 
farms. Some owners prefer such arrangements because they want to 
keep a productive organization or a livestock herd intact, or because 
they want to operate a farm without personally participating from day 
to day. They seek a capable and interested young man to furnish part 
or all of the labor and to work into management of the business under 
their guidance. The incentives for the young man, of course, are a 
share of the management earnings and profits, and an opportunity to 
accumulate capital and become a farm operator. Labor-share leases, 
although an excellent tenure arrangement under certain conditions, are 
not readily available or generally offered by the average landowner. 
Only owners with a desire to share more intimately in the operation 
and management of the farm business will prefer a labor-share arrange­
ment over conventional share leases. 
A labor-share lease is quite the opposite of a cash lease. Under a 
labor-share lease, the operator provides little or none of the farm 
capital. He shares in the production and price risks only to the extent 
of his share in the returns from the farm business. Even then some of 
these risks are shifted to the owner by a characteristic feature of many 
labor-share leases - a guaranteed minimum return to the young oper­
ator, usually equal to a hired man's wage. 
Labor-share leases are similar to father-son operating agreements, 
except for the kinship between the two parties and particular agree­
ments that arise out of this kinship. The critical part of a young 
operator's contribution under a labor-share arrangement is his partici­
pation in management. Two case histories illustrate this point. 
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D o n  a n d  B i l l ,  b o t h  a g r i c u l t u r a l  c o l l e g e  g r a d u a t e s ,  w a n t e d  t o  b e c o m e  
f a r m  o p e r a t o r s ,  b u t  l a c k e d  t h e  c a p i t a l  a n d  f a m i l y  a s s i s t a n c e  n e c e s s a r y  
t o  g e t  t h e m  s t a r t e d  i n  a n  a d e q u a t e  f a r m  b u s i n e s s .  B o t h  t o o k  j o b s ,  o n e  
i n  a g r i c u l t u r a l  e d u c a t i o n ,  t h e  o t h e r  i n  e x t e n s i o n  w o r k .  S o m e  t i m e  l a t e r ,  
D o n  w a s  o f f e r e d  a n  a t t r a c t i v e  p r o f i t - s h a r i n g  a r r a n g e m e n t  o n  a  g o o d  
6 0 0 - a c r e  h o g - a n d - c a t t l e  f a r m .  T h e  o w n e r  o f f e r e d  t o  f u r n i s h  a l l  t h e  
n e c e s s a r y  c a p i t a l .  D o n  w a s  t o  m a n a g e  t h e  e n t i r e  o p e r a t i o n .  A f t e r  m u c h  
t h o u g h t  a n d  d e l i b e r a t i o n ,  h e  t u r n e d  t h e  o f f e r  d o w n .  T h e  m a j o r  r e a s o n  
f o r  h i s  d e c i s i o n  w a s  h i s  f e e l i n g  o f  i n a d e q u a c y .  " A f t e r  a l l , "  h e  e x ­
p l a i n e d ,  " I  g r e w  u p  o n  j u s t  a  s m a l l  c h i c k e n  f a r m . "  
D o n ' s  e x p e r i e n c e  p o i n t s  u p  o n e  o f  t h e  g r e a t  n e e d s ,  o t h e r  t h a n  l a n d  
a n d  c a p i t a l  r e q u i r e m e n t s ,  o f  f a r m  b o y s  w h o  w a n t  t o  g o  i n t o  f a r m i n g  
o n  a  s c a l e  a n d  w i t h  a  c o m b i n a t i o n  o f  e n t e r p r i s e s  t h a t  l i e  o u t s i d e  t h e i r  
h o m e  f a r m  e x p e r i e n c e .  A s  b o t h  b o y s  s a i d ,  t h e y  " k n e w  w h a t  t h e  b o o k  
s a i d "  a b o u t  m o d e r n ,  e f f i c i e n t  f a r m - m a n a g e m e n t  p r a c t i c e s ,  b u t  t h e y  
l a c k e d  c o n f i d e n c e  i n  t h e i r  o w n  a b i l i t y  t o  d o  t h e  j o b .  
B i l l  f i n a l l y  r e m o v e d  t h e  d o u b t  i n  h i s  m i n d  b y  t a k i n g  a  j o b  f o r  a  
y e a r  a s  a  h i r e d  m a n  o n  a  c a t t l e - a n d - h o g - f e e d i n g  f a r m  - t h e  k i n d  o f  
f a r m  h e  w a n t e d  t o  o p e r a t e .  " A f t e r  t h a t  y e a r , "  h e  s a i d ,  " 1  w a s  s u r e  
I  c o u l d  d o  t h e  j o b . "  W i t h  t h e  c o u n s e l  o f  o n e  o f  h i s  c o l l e g e  p r o f e s s o r s ,  
h e  s t a r t e d  i n  f a r m i n g  a s  t h e  m a n a g e r - o p e r a t o r  o f  a  f e r t i l e  2 0 0 - a c r e  
f a r m .  H e  i s  n o w  h a p p i l y  e s t a b l i s h e d  i n  a  p r o f i t - s h a r i n g  a r r a n g e m e n t  
t h a t  g i v e s  h i m  m a j o r  r e s p o n s i b i l i t y  i n  b u y i n g ,  f e e d i n g ,  a n d  s e l l i n g  3 0 0  
t o  4 0 0  h e a d  o f  f e e d e r  c a t t l e  a n d  1 5 0  t o  2 0 0  h o g s  a  y e a r .  
N o t  a l l  f a r m  b o y s ,  o f  c o u r s e ,  w h o  s e e k  a  s t a r t  i n  f a r m i n g  e x p e r i e n c e  
t h e  s a m e  p e r s o n a l  u n c e r t a i n t y  t h a t  D o n  a n d  B i l l  d i d .  B u t  t h e  p r o b l e m  
d o e s  e x i s t  w h e n  y o u n g  p e o p l e  m a k e  a  s t a r t  i n  a n  e n v i r o n m e n t  o u t s i d e  
t h e  h o m e  f a r m  a n d  w h e n  t h e r e  i s  n o  o p p o r t u n i t y  f o r  t h e  y o u n g  o p ­
e r a t o r  t o  g r o w  i n t o  t h e  b u s i n e s s  a n d  t o  d i s c o v e r  a n d  d e v e l o p  h i s  
m a n a g e r i a l  a b i l i t y .  A  h e l p f u l  a p p r e n t i c e s h i p  a s  a  h i r e d  m a n  u n d e r  a  
g o o d  f a r m e r  m a y  b e  o n e  o f  t h e  a n s w e r s .  J u s t  a s  t h e  b u s i n e s s  w o r l d  
d o e s  n o t  t h r u s t  e x e c u t i v e  r e s p o n s i b i l i t y  u p o n  i n e x p e r i e n c e d  m e n ,  
n e i t h e r  s h o u l d  a g r i c u l t u r e  e x p e c t  b e g i n n i n g  f a r m e r s  t o  h a v e  t h e  f u l l y  
d e v e l o p e d ,  m a n a g e r i a l  c o m p e t e n c e  w i t h  w h i c h  t o  m e e t  t h e  p r o b l e m s  
c r e a t e d  b y  a  m o d e r n ,  f a m i l y - f a r m  b u s i n e s s  t h a t  e m p l o y s  u p w a r d s  o f  
$ 5 0 , 0 0 0  t o t a l  c a p i t a l  p e r  m a n .  
W h i l e  l a b o r - s h a r e  l e a s e s  p r o v i d e  a n  e x c e l l e n t  m e a n s  o f  s t a r t i n g  i n  
f a r m i n g  f o r  q u a l i f i e d  y o u n g  m e n  w i t h o u t  c a p i t a l ,  t h e  n u m b e r  o f  o p p o r ­
t u n i t i e s  f o r  m a k i n g  s u c h  a  s t a r t  a r e  e x t r e m e l y  s m a l l .  
O b s e r v a t i o n s  i n d i c a t e  t h a t  s t a r t i n g  i n  f a r m i n g  o n  a  f a t h e r - s o n  a g r e e ­
m e n t  o r  l a b o r - s h a r e  l e a s e  m a y  e n d  i n  t h e  y o u n g  o p e r a t o r ' s  d e c i s i o n  t o  
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quit farming. These are the easy ways to get in and to get out of 
farming. The young man who has no major capital commitment or 
investment in machinery and equipment and is discouraged by adverse 
experiences with drouth, wet weather, hail, or unfavorable prices may 
decide to quit farming for an urban job. It is this same tendency, or 
ease of leaving agriculture, that makes some farm owners hesitate to 
take an inexperienced young man into a labor-share operating arrange­
ment unless the young man is willing to give some kind of surety of 
completing his contractual obligations. 
Buying Land 
Young farm families may view buying land in two different ways. 
They may see it as a means of investing savings accumulated from the 
earnings of their farm business, or they may see it as a means of gain­
ing possession or security of tenure on a given tract of farmland. As 
long as beginning farmers have security of tenure and opportunities of 
adding profitably to their investment in operating capital by increasing 
inventories of machinery and equipment or expanding livestock enter­
prises, they are not likely to turn to land for investment opportunities. 
On many farms in the North Central Region, young tenants find 
their tenure insecure unless the land happens to be owned by a rela­
tive. Under such circumstances, ownership to assure continuation in 
farming becomes desirable. But purchases for this purpose are likely 
to be attempted with minimum equities or down payments. Such pur­
chases are also likely to be too small for efficient operation or adequate 
family incomes. Such families must either rent additional land or 
engage in part-time farming. 
Beginning farm families seeking to buy farmland must compete 
with established farm operators and investment buyers. Small acreages 
attract more buyers because the down payments are small. Established 
farm operators with growing family labor supplies and ample inven­
tories of machinery and equipment are able to pay a premium for land 
to add to their current operating units because they can spread fixed 
costs over more acres and more units of production. 
Up to 1954, only 5 of 182 farm families who began farming in 
Clinton county, Indiana, between 1947 and 1953 had bought after they 
got started. Of these 5, one family bought 80 acres. The other four 
bought tracts of 20 to 40 acres. Only 3 of a sample of 57 beginning 
farm families in Michigan bought farmland during their first two years 
as farm operators. 
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T h o s e  y o u n g  f a m i l i e s  w h o  s e e k  t o  b u y  l a n d  a s  a  m e a n s  o f  a s s u r ­
a n c e  o f  b e i n g  a b l e  t o  c o n t i n u e  f a r m i n g  f a c e  p r o b l e m s  i n  a d d i t i o n  t o  
s i z e  o f  f a r m  a n d  c o m p e t i t i o n  f o r  l a n d .  L o w e r - p r i c e d  l a n d  t e n d s  t o  b e  
a t t r a c t i v e  t o  y o u n g  f a r m e r - b u y e r s  b e c a u s e .  l i k e  t h e  s m a l l  t r a c t s ,  i t  
t e n d s  t o  b e  m o r e  w i t h i n  t h e  r a n g e  o f  t h e i r  c a p i t a l  r e s o u r c e s .  B e f o r e  
c o m m i t t i n g  t h e m s e l v e s  t o  t h e  p u r c h a s e  o f  s u c h  l a n d ,  y o u n g  f a m i l i e s  
n e e d  t o  c o n s i d e r  t h e  p o s i t i o n  i n  w h i c h  b u y i n g  w o u l d  p u t  t h e m  w i t h  
r e s p e c t  t o :  ( 1 )  n e e d e d  i m p r o v e m e n t s  o n  s u c h  l a n d ;  ( 2 )  t h e  e f f e c t  
s u c h  a  p u r c h a s e  w o u l d  h a v e  o n  t h e  a v a i l a b i l i t y  o f  c r e d i t  f o r  o p e r a t i n g  
c a p i t a l ;  ( 3 )  t h e  p o s s i b l e  l e v e l - o f - l i v i n g  s a c r i f i c e s  t h a t  m a y  b e  i n v o l v e d ;  
a n d  ( 4 )  t h e  r e t u r n s  t h e y  c o u l d  g e t  f r o m  t h e  s a m e  d o l l a r  i n v e s t m e n t  
i n  a  s m a l l e r  a c r e a g e  o f  h i g h - q u a l i t y  l a n d .  
S o m e  l o w - p r i c e d  l a n d  m a y  b e  s o  d e p l e t e d  t h a t  i t  i s  u n e c o n o m i c a l  t o  
f a r m  w i t h o u t  a d d i t i o n a l  i n v e s t m e n t s  i n  l i m e s t o n e ,  r o c k  p h o s p h a t e ,  o t h e r  
f e r t i l i z e r s ,  d r a i n a g e ,  f e n c i n g ,  a n d  s o  o n .  B e f o r e  t h e y  m a k e  a n y  c o m ­
m i t m e n t s  t o  b u y  l a n d ,  y o u n g  f~milies s h o u l d  d e t e r m i n e  w h a t  o t h e r  
a d d i t i o n a l  c a p i t a l  t h e y  w i l l  n e e d  a n d  b u d g e t  i t  a s  p a r t  o f  t h e i r  t o t a l  
f i n a n c i a l  a n d  c r e d i t  r e q u i r e m e n t s .  S u c h  i n v e s t m e n t s  o f  a d d i t i o n a l  
i m p r o v e m e n t  c a p i t a l  m a y  e a s i l y  a m o u n t  t o  $ 2 5  o r  m o r e  a n  a c r e .  
I t  i s  u n w i s e  f o r  a  y o u n g  f a r m  f a m i l y  t o  d e p l e t e  i t s  c r e d i t  r e s o u r c e s  
b y  b u y i n g  t o  t h e  p o i n t  a t  w h i c h  i t  i s  u n a b l e  t o  f i n a n c e  a  n e e d e d  i n v e s t ­
m e n t  i n  m a c h i n e r y ,  e q u i p m e n t ,  a n d  l i v e s t o c k .  A  y o u n g  M i n n e s o t a  
f a m i l y  d i s c o v e r e d  t h a t  t h e  t e r m s  o f  a  l a n d  c o n t r a c t  b y  w h i c h  t h e y  
b o u g h t  a  2 4 0 - a c r e  f a r m  w e r e  s u c h  t h a t  t h e y  w e r e  u n a b l e  t o  o b t a i n  
c r e d i t  t o  f i n a n c e  a n  a d e q u a t e  s e t  o f  m a c h i n e r y  a n d  e n o u g h  r o u g h a g e ­
c o n s u m i n g  l i v e s t o c k  t o  m a r k e t  t h e  h a y  a n d  p a s t u r e  c r o p s  o n  t h e  f a r m .  
A  c a r e f u l  · b u d g e t  o f  p r o b a b l e  n e t  r e t u r n s  a b o v e  o p e r a t i n g  a n d  
f i n a n c i n g  c o s t s  f r o m  p u r c h a s e d  l a n d  s h o u l d  b e  e v a l u a t e d  i n  t e r m s  o f  
a  r e a l i s t i c  e s t i m a t e  o f  f a m i l y  l i v i n g  n e e d s .  S o m e  s a c r i f i c e s  i n  o r d e r  t o  
a c h i e v e  l a n d  o w n e r s h i p  a n d  e s t a b l i s h m e n t  i n  f a r m i n g  a r e  a c c e p t a b l e ,  
o t h e r s  a r e  n o t .  T h e  p o i n t  i s  t o  d e t e r m i n e  a s  n e a r l y  a s  p o s s i b l e  w h a t  
c o n s e q u e n c e s  m a y  r e a s o n a b l y  b e  e x p e c t e d  f r o m  t h e  p u r c h a s e  o f  a  g i v e n  
p i e c e  o f  l a n d  b e f o r e  c o m m i t m e n t s  t o  d o  s o  a r e  c o m p l e t e d .  
W h e n  p r o s p e c t i v e  b u y e r s  b u d g e t  o r  e s t i m a t e  n e t  i n c o m e s  f r o m  d i f ­
f e r e n t  c h o i c e s  i n  t h e  p u r c h a s e  o f  l a n d ,  t h e y  s h o u l d  i n c l u d e  t h e  p o s s i ­
b i l i t y  o f  b u y i n g  h i g h - q u a l i t y  l a n d ,  e v e n  t h o u g h  i t  m e a n s  a  s m a l l e r  
a c r e a g e .  I n  m a n y  a r e a s ,  i t  i s  p o s s i b l e  t o  r e n t  a d d i t i o n a l  l a n d  s o  t h a t  a  
y o u n g  f a m i l y  i s  n o t  n e c e s s a r i l y  l i m i t e d  t o  f a r m i n g  o n l y  t h e  s m a l l  
a c r e a g e  i t  m a y  b e  a b l e  t o  b u y .  O f  c o u r s e ,  t h i s  a l t e r n a t i v e  r e m o v e s  o n l y  
p a r t  o f  t h e  u n c e r t a i n t y  o f  t e n u r e  a n d  m a y  l e a v e  t h e  y o u n g  f a m i l y  o v e r ­
e x p a n d e d  o n  a  s m a l l  a c r e a g e .  
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Buying land by means of land contracts. A growing number of 
farm families are avoiding the restrictions that low funds and mortgage 
financing place on the acreage and quality of land they buy. They are 
buying land on contract, a transfer device that permits very low down 
payments or none at all. The seller is protected by retaining title to the 
land until payment has been completed or until the terms of the con­
tract permit a shift to mortgage financing. Land contracts usually 
require the buyer to make payment in a series of installments on the 
principal plus interest on the unpaid balance. The buyer takes 
possession of the land and assumes the cost of real estate taxes, insur­
ance, and maintenance of improvements. 
Land contracts are variously known as contract for deed, sales con­
tract, installment contract, or conditional-sales contract. The particular 
language in many land contracts a llows the seller, in the event of 
default by the buyer, to construe as rent payments already made and 
to take immediate possession of the land. 
Young farmers who contemplate land ownership by means of land 
contracts are advised to seek the counsel of a good lawyer. The law 
regarding land contracts varies from state to state. Some states have 
specific legislation applying to this type of instrument, while in others 
land contracts are merely subject to the general law of contract. In 
some states, for example Missouri, a deed of trust, or other devices that 
allow rapid recovery of the property in case of buyer default, may be 
preferred to land contracts. 
Land contracts can be extremely variable in content and provisions, 
even within the same locality. Young families are cautioned to become 
well informed about contracts and to get legal counsel before commit­
ting themselves to the terms of a particular contract. 
Experiences with land contracts. Experiences of two young Min­
nesota families may illustrate some of the opportunities and some of 
the hazards of buying land by means of land contracts. 
Mack was manager of a trucking firm in Iowa, but he and his wife 
badly wanted to farm. After spending a year looking for a suitable 
farm in Iowa to rent on acceptable terms, they decided to buy some less 
valuable land in Minnesota. They had accumulated $5,000 toward a 
down payment, but this was not enough to buy an adequate fa rm under 
mortgage financing. They were able, however, to buy a 195-acre farm 
on contract at a fair price, $20,000. Their $5,000 down payment rep­
resented an equity of 25 percent. The house was modern and well kept, 
but other buildings would soon need to be replaced. There was also a 
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drainage problem on part of the farm, but altogether the pnce was
well in line with the productive value of the land.
The contract required a $600 payment on the principal each year
for the next 10 years plus interest at 4 percent on the unpaid balance.
At the end of 10 years, Mack and his wife will have paid $11,000 of
the $20,000 purchase price. The contract requires the seller to give
them a deed to the farm at that time in exchange for a mortgage for the
balance of the purchase price. In the meantime the Macks are in
possession of the farm. They pay taxes and insurance and maintain
the improvements. 
The down payment left the Macks without enough money to buy
the necessary operating equipment. They got a loan of $6,000 from
the Farmers Home Administration to buy machinery and equipment.
This indebtedness, when added to the unpaid balance on the land­
purchase contract, made a total debt of $2.10 for each dollar of net
worth. This is a long way from the traditional maximum debt of $1.00
for each dollar of net worth, but the repayment provisions of their
land-purchase contract do not make it a particularly burdensome debt.
Contrast this experience with that of Robert and his wife who
bought a 240-acre farm in Minnesota. The buildings on Robert's farm
were in better shape than those on Mack's and the 200 acres of till­
able land were more productive, but in spite of these differences, the$42,000 Robert contracted to pay is a relatively higher price.
In place of a 25-percent down payment that Mack was able to
make, Robert was able to make only $4,000, or less than 10 percent of
the purchase price. Robert in effect has a zero equity in his farm
because he borrowed the $4,000 down payment from a close relative
on a no-term note. 
Robert's contract calls for principal payments of $2,000 the first
year, $3,000 the second, and $4,000 each year for the next 8 years.
Interest each year is 40 percent on the unpaid balance. The interest
and principal payments Robert and his wife contracted to make
amounted to $3,710 the first year, $4,620 the second year, $5,485 the
third year, $5,305 the fourth year, and $5,125 the fifth year. At the
end of 10 years, the unpaid balance will be down to $1,000 if all pay­
ments are made according to contract.
Robert's position was the same as Mack's with respect to operating
capital, but because of the terms of his land contract, Robert has
repeatedly been denied credit for operating capital. Consequently he
is attempting to operate the farm with a minimum inventory of ma­
chinery and equipment and without the livestock necessary to properly 
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utilize the roughages produced on the farm. His contract payments 
of principal and interest will exceed $25 per tillable acre in 3 of the 
first 5 years. It is safe to say that this $25 is well beyond what each 
acre of tillable land will earn as a return to land, and if these payments 
are met, they will be met by diverting money from family living and 
from expenditures necessary to maintain the improvements. 
These experiences point out the need for certain provisions in land 
contracts. 
Desirable provisions in land contracts. Most young families will 
find the following provisions desirable in a contract : (1) a repayment 
period long enough to allow annual payments to be low enough to be 
consistent with the earnings of the land; (2) the privilege of making 
prepayments in good years that may be applied on the contract in 
years of crop failure, or a moratorium provision postponing principal 
payments in such years provided that interest payments are made; 
(3) a provision permitting the buyer to convert the contract to mort­
gage financing and to receive title to the land after payments on the 
principal equal half the purchase price; and (4) a grace period of a 
given number of days (some suggest 45 days) beyond the due date on 
payments before default proceedings may be started. 
A number of other provisions can be written into land contracts to 
safeguard the interests of both buyer and seller. Among such pro­
visions are flexible payment plans. They may be based on a percent­
age of the income from the farm or on the current value of a specified 
quantity of the major product from the farm. Through other pro­
visions the risk of changes in land values can be shared throughout the 
life of the contract. One example would be a contract in which the 
price of the farm was set at 42,000 bushels of corn and annual pay­
ments on the principal set at 2,000 bushels. Interest on the unpaid 
balance was calculated on the current value of the remaining amount 
of corn. Other contracts have called for monthly rather than annual 
payments, particularly where dairying was the major enterprise and 
where the farm income was received mainly in the form of monthly 
milk checks. 
Renting Versus Buying Land 
Most young families start farming as tenants and many face uncer­
tainty regarding continued tenure on their rented land, as has already 
been pointed out. Moreover, nonreal-estate-capital requirements for 
efficient and rewarding ventures into farming are high. 
These facts pose some serious questions for beginning farm fam­
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i l i e s ,  p a r t i c u l a r l y  f o r  t h o s e  w h o  a r e  a t t e m p t i n g  t o  g e t  e s t a b l i s h e d  w i t h ­
o u t  s u b s t a n t i a l  f a m i l y  h e l p .  S h o u l d  t h e y  t r y  t o  r e m o v e  s o m e  o f  t h e  
u n c e r t a i n t i e s  o f  t e n u r e  b y  a p p l y i n g  p a r t  o f  t h e i r  l i m i t e d  e q u i t y  c a p i t a l  
t o  t h e  p u r c h a s e  o f  f a r m l a n d ?  C a n  t h e y  b u y  e n o u g h  l a n d  f o r  e f f i c i e n t  
o p e r a t i o n  a n d  a d e q u a t e  l e v e l  o f  i n c o m e ?  W i l l  t h e  l a n d  t h e y  c a n  b u y  
r e q u i r e  h e a v y  a d d i t i o n a l  i n v e s t m e n t s  i n  s o i l  f e r t i l i t y ,  d r a i n a g e ,  f e n c i n g ,  
w a t e r  c o n s e r v a t i o n  a n d  d e v e l o p m e n t ,  o r  s t r u c t u r a l  i m p r o v e m e n t s  b e ­
f o r e  i t  c a n  b e  f a r m e d  e f f i c i e n t l y ?  I f  s o ,  w i l l  t h e y  b e  a b l e  t o  f i n a n c e  
t h e s e  n e c e s s a r y  a d d i t i o n a l  i n v e s t m e n t s ?  W i l l  c o m m i t m e n t s  f o r  b u y i n g  
l a n d  l e a v e  t h e m  s o  s h o r t  o f  o p e r a t i n g  c a p i t a l  t h a t  t h e y  w i l l  h a v e  t o  
s a c r i f i c e  i n c o m e ?  W h a t ,  i f  a n y ,  o p p o r t u n i t i e s  a r e  t h e r e  t o  s u p p l e m e n t  
a  s m a l l  a c r e a g e  o f  o w n e d  l a n d  w i t h  r e n t e d  l a n d  o r  w i t h  w o r k  o f f  t h e  
f a r m ?  H o w  u n c e r t a i n  w i l l  b e  t h e i r  a b i l i t y  t o  c o n t i n u e  t o  r e n t  s u c h  
a d d i t i o n a l  l a n d ?  
O b v i o u s l y ,  t h e r e  i s  n o  s i n g l e  o r  s e t  a n s w e r  t o  t h e s e  q u e s t i o n s .  E a c h  
m u s t  b e  a n s w e r e d  i n  t h e  l i g h t  o f  t h e  p a r t i c u l a r  c i r c u m s t a n c e s  i n  w h i c h  
i t  i s  r a i s e d .  S e v e r a l  i m p o r t a n t  p r i n c i p l e s ,  h o w e v e r ,  c a n  b e  a p p l i e d  t o  
a r r i v e  a t  t h e  b e s t  c o u r s e  o f  a c t i o n .  
1 .  L a b o r ,  u s u a l l y  a  b e g i n n i n g  f a r m e r ' s  m o s t  a b u n d a n t  a s s e t ,  i s  m o s t  
p r o d u c t i v e  w h e n  u s e d  w i t h  a d e q u a t e  a m o u n t s  o f  c a p i t a l  i n  t h e  f o r m  
o f  m a c h i n e r y ,  e q u i p m e n t ,  f e r t i l i z e r ,  a n d  s o  o n ,  o n  a n  a c r e a g e  o r  w i t h  
a  v o l u m e  o f  l i v e s t o c k  l a r g e  e n o u g h  t o  p r o v i d e  f u l l  e m p l o y m e n t .  
2 .  S p r e a d i n g  t h e  f i x e d  c o s t s  ( i n t e r e s t  a n d  d e p r e c i a t i o n )  o n  m a ­
c h i n e r y  a n d  e q u i p m e n t  o v e r  m o r e  a c r e s  o r  u n i t s  o f  p r o d u c t i o n  r e d u c e s  
t h e s e  c o s t s  p e r  u n i t .  
3 .  T h e  r e t u r n s  f r o m  a  l i m i t e d  a m o u n t  o f  c a p i t a l  w i l l  b e  g r e a t e s t  
w h e n  t h e  c a p i t a l  i s  i n v e s t e d  i n  s u c h  a  w a y  t h a t  e a c h  d o l l a r  a d d e d  ( b o t h  
o w n e d  a n d  b o r r o w e d )  i s  p u t  w h e r e  i t  w i l l  e a r n  t h e  m o s t .  D o l l a r s  t i e d  
u p  i n  t h e  p u r c h a s e  o f  l a n d  m a y  r e t u r n  l e s s  t h a n  t h e  s a m e  d o l l a r s  i n ­
v e s t e d  i n  m a c h i n e r y ,  f e e d ,  l i v e s t o c k ,  f e r t i l i z e r ,  e t c .  
4 .  U n c e r t a i n t i e s  o f  t e n u r e  c a n  b e  r e m o v e d  o r  r e d u c e d  b y  w r i t t e n  
l e a s e s ,  p r o p e r l y  d r a w n .  
T h e  a d v a n t a g e s  o f  l a r g e r  f a r m s  a r e  s u c h  t h a t  b e g i n n i n g  f a r m e r s  
m u s t  c o m p e t e  w i t h  e s t a b l i s h e d  o p e r a t o r s  f o r  l a n d .  S u c h  c o m p e t i t i o n  
a d d s  t o  t h e  u n c e r t a i n t i e s  o f  t e n a n t  o p e r a t i o n .  B u t  i t  h a s  a l s o  a d d e d  t o  
t h e  p r i c e  p a i d  f o r  f a r m l a n d  a n d  c o n s e q u e n t l y ,  r e d u c e s  t h e  r e t u r n  p e r  
d o l l a r  i n v e s t e d  i n  f a r m l a n d .  T h e  b e s t  c o u r s e  o f  a c t i o n  f o r  a n y  g i v e n  
y o u n g  f a m i l y  w i l l  b e  d e t e r m i n e d  b y  i t s  p e r s o n a l  p r e f e r e n c e s  a n d  a  
c a r e f u l  e s t i m a t e  o f  t h e  p r o b a b l e  c o n s e q u e n c e s  o f  c h o o s i n g  e a c h  o f  t h e  
a l t e r n a t i v e s  a v a i l a b l e  t o  i t .  
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As farms increase in size, two tenure problems also increase. The
first is the problem of finding or developing a satisfactory tenure
arrangement under which these larger acreages can be held. The sec­
ond is the difficulty that beginning farm families face in acquiring the
use of an optimum amount of land for efficient operation. If most
farmers begin farming in some kind of tenancy status and if this
method of starting persists or increases in the future, then the question
that a beginning farmer faces is this: How can I convince the owner
of a desirable farm that he should enter into a lease agreement with
me as the operator? Or, how can I convince him that he should rent
me additional land? The question assumes that the young man has
satisfied himself that he has the ability and the capital (or can get
them) to operate such a farm.
Competition for farms is keen in most areas of the midwest and is
likely to continue to be. In general, an O\vner may choose a given
individual as his tenant, joint-operator, or buyer because: ( 1) he has
a personal interest in the chosen person; (2) he believes in the man's
ability as a farmer to earn a higher rent or he believes in his ability as
a buyer to pay a higher price than others competing for the farm;(3) he thinks that other tenants or buyers would not be interested
because the farm is small, undesirable, depleted, or lacking improve­
ments; or (4) in a given area, good tenants may be scarce and hard
to find. 
Personal interest probably influences the choice of new farm
operators more often than the other reasons. Fathers give preference
to sons or sons-in-law. Other owners tend to give preference to rela­
tives, personal friends, or members of social, religious, or fraternal
groups. Our concern here, however, is primarily with those who must
obtain possession of farmland on a more competitive basis than these
men. 
Competition for farmland tends to give established farmers an
advantage over farmers trying to make a start without substantial
fami ly help. Such young families frequently meet the competition by
being willing to accept less desirable farms - farms without a modern
house, farms with depleted, unproductive soils, or farms remotely
located from schools, shopping centers, or highways. Such farms may
offer only meager opportunities for the accumulation of capital, but
if the young family is wi lling to pay the price, they may be a means
of demonstrating farming ability to prospective landlords on better
farms. 
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P a r t - T i m e  F a r m i n g  a s  a  R o u t e  T o w a r d  G e t t i n g  

E s t a b l i s h e d  i n  F u l l - T i m e  F a r m i n g  

P a r t - t i m e  f a r m i n g  m a y  b e  a  g o a l  i n  i t s e l f ,  o r  i t  m a y  b e  a n  i m ­
p o r t a n t  s t e p  i n  t h e  t r a n s i t i o n  b e t w e e n  a  s t a r t  i n  f a r m i n g  a n d  g e t t i n g  
e s t a b l i s h e d  i n  s o m e t h i n g  l e s s  t h a n  a  f u l l - t i m e  o p e r a t i o n .  A m o n g  t h e  
1 7 5  b e g i n n i n g  f a r m e r s  i n  t h e  M i s s o u r i  s t u d y ,  6 4  s t a r t e d  w i t h  a  f a r m  
o p e r a t i o n  o f  l e s s  t h a n  1 5 0  p r o d u c t i v e  m a n - w o r k  u n i t s .  O f  t h e s e  6 4 ,  
3 4  ( 5 3  p e r c e n t )  d i d  o f f - f a r m  w o r k  o n  a n  a v e r a g e  o f  7 2  d a y s  d u r i n g  
t h e i r  f i r s t  y e a r  i n  f a r m i n g .  
I n  a  s a m p l e  o f  7 3  y o u n g  f a r m e r s  i n  s o u t h e r n  I l l i n o i s ,  w h o  i n  1 9 5 4  
h a d  b e e n  f a r m i n g  a n  a v e r a g e  o f  6  y e a r s ,  1 8  p e r c e n t  w e r e  p a r t - t i m e  
f a r m e r s .  I n  a  s i m i l a r  s a m p l e  o f  5 8  y o u n g  f a r m e r s  i n  M i c h i g a n ,  2 5  
( 4 3  p e r c e n t )  w e r e  f a r m i n g  p a r t - t i m e  i n  1 9 5 5 .  
S o m e  y o u n g  f a m i l i e s  h a v e  s o l v e d  t h e i r  f a r m  f i n a n c i a l  p r o b l e m s  b y  
t u r n i n g  t o  o f f - f a r m  e m p l o y m e n t  a s  a n  a s s u r e d  s o u r c e  o f  i n c o m e  f r o m  
w h i c h  t o  m e e t  c o n t r a c t e d  o b l i g a t i o n s .  I f  t h e  p r o b l e m  o f  c a r i n g  f o r  
s m a l l  c h i l d r e n  c a n  b e  s o l v e d ,  t h e  y o u n g  f a r m  w i f e  c a n  s o m e t i m e s  
p r o v i d e  t h i s  s u p p l e m e n t a r y  i n c o m e  b y  t a k i n g  t e m p o r a r y  e m p l o y m e n t  
a t  a  n o n f a r m  j o b .  O p p o r t u n i t i e s  f o r  o f f - f a r m  j o b s  a r e  m o s t  n u m e r o u s  
i n  i n d u s t r i a l  s t a t e s  s u c h  a s  O h i o ,  I n d i a n a ,  a n d  M i c h i g a n .  A  l i m i t e d  
n u m b e r  o f  o p p o r t u n i t i e s  a r e  a v a i l a b l e  w i t h i n  d r i v i n g  d i s t a n c e  o f  t h e  
l a r g e  u r b a n  c e n t e r s  i n  a n y  s t a t e .  
P a r t - t i m e  f a r m i n g  i s  t h e  t e n t a t i v e  a n s w e r  t o  t h e  t w o  m o s t  d i f f i c u l t  
p r o b l e m s  i n  g e t t i n g  e s t a b l i s h e d  i n  f a r m i n g :  (  1 )  t h a t  o f  f i n d i n g  a n  
a d e q u a t e  f a r m  t o  p r o v i d e  f u l l - t i m e  e m p l o y m e n t ;  a n d  ( 2 )  t h a t  o f  
a c c u m u l a t i n g  s u f f i c i e n t  o p e r a t i n g  c a p i t a l  t o  m a k e  e f f i c i e n t  u s e  o f  t h e  
a v a i l a b l e  l a b o r .  H o w  e f f e c t i v e  t h e  p a r t - t i m e  m e t h o d  i s  i n  a c c u m u l a t i n g  
o p e r a t i n g  c a p i t a l  d e p e n d s  l a r g e l y  o n  t h e  f a m i l y ' s  w i l l i n g n e s s  t o  s a v e .  
A  y o u n g  m a n  m a y  g e t  i n t o  p a r t - t i m e  f a r m i n g  b y  s t a r t i n g  w i t h  a  
j o b  i n  t o w n  a n d  b e i n g  a l e r t  t o  o p p o r t u n i t i e s  t o  r e n t  o r  b u y  a  6 0 - o r  
8 0 - a c r e  t r a c t  t h a t  h e  c a n  o p e r a t e  d u r i n g  h i s  f r e e  t i m e .  H e  b e g i n s  b y  
a c c u m u l a t i n g  m a c h i n e r y  a n d  e q u i p m e n t ,  i n v e s t i n g  o n l y  i n  e s s e n t i a l  
i t e m s  a n d  d e p e n d i n g  o n  h i r i n g  c u s t o m  o p e r a t o r s  t o  d o  s u c h  j o b s  a s  
c o m b i n i n g ,  b a l i n g ,  a n d  c o r n  p i c k i n g .  O w n i n g  t h e  m a c h i n e r y  f o r  t h e s e  
o p e r a t i o n s  w o u l d  r e q u i r e  n o t  o n l y  a  s u b s t a n t i a l  i n v e s t m e n t  b u t  w o u l d  
p r o v e  u n e c o n o m i c a l  o n  s m a l l  a c r e a g e s .  A  y o u n g  o p e r a t o r  o c c a s i o n a l l y  
r e v e r s e s  t h e  p r o c e d u r e  a n d  f i n d s  e m p l o y m e n t  f o r  h i s  s u r p l u s  l a b o r  a n d  
i n v e s t m e n t  i n  m a c h i n e r y  a n d  e q u i p m e n t  b y  d o i n g  c u s t o m  w o r k  f o r  
n e i g h b o r i n g  f a r m e r s .  C o m p e t i t i o n  f o r  c u s t o m  w o r k  i s  u s u a l l y  k e e n ,  
h o w e v e r ,  a n d  u n l e s s  h e  i s  a s s u r e d  o f  a n  a d e q u a t e  v o l u m e  o f  w o r k ,  h e  
m a y  f i n d  h i s  v e n t u r e  c o s t l y .  
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The step from part-time to full-time farming involves either rent­
ing or buying additional land or moving to a farm large enough to 
provide full employment. Part-time farmers feel that while they are 
waiting for an opportunity to farm full time, their farming operations 
keep them in touch with current developments in agriculture and in 
contact with opportunities to acquire additional land or larger farms . 
The income from the nonfarm employment also provides a source of 
savings from which to finance the additional operating capital neces­
sary for full-time farming. 
Not all part-time farmers want to go into full-time farming. A 
Table 5. - Average Financial Position of Specified 

Groups of Farm Operators, Ohio, 1954a 

Part-time operators making Operators 
progress toward full-time farmingb rated as 
established in 
Least Average Most full-time 
progress progress progress farmin g 
(1) (2) (3) (4) 
N umber of operators ..... .... .. 22 22 11 18 
Average days of nonfarm work by 
operator ..... ........ ..... 223 218 232 
Average number of P.M.U.'s in 
the farm businessb .......... 69 137 258 254 

Assets 
Farm real estate ............. $15,722 $12,663 $17,455 $14,127 

Other real estate .. .... ....... 2,273 591 182 2,150 

Personal property 
Livestock ................. 1,340 1,570 2,909 3,587 

Farm machinery .......... . 2,207 2,662 4,082 7,255 

Feed and supplies .......... 868 1,105 1,455 2,868 

Automobiles and trucks ..... 1,245 1,077 1,191 1,222 
Household goods ........... 2,095 1,868 2,045 2,067 

Other ..................... 1,382 693 1,309 583 

Total personal property ... $ 9,137 $ 8,975 $12,991 $17,582 
Total property owned .... $27,132 $22,229 $30,628 $33,859 
Liabilities 
Real estate mortgage debt ..... $ 4,270 $ 4,841 $ 3,448 $ 7,064 
Other debt . . . . . . ............ 621 1,231 745 1,857 

Total debt .. ............ $ 4,891 $ 6,072 $ 4,193 $ 8,921 

Net worth ........ . ... . . . .. .... $22,241 $16,157 $26,435 $24,938 

n Method of estimating value for groups (1), (2), and (3): Real estate value - estimated 
from current tax valuation·sales price ratio of farm real estate applied to the tax valuation of 
property in each case. Livestock - estimated from market prices and quality of livestock. 
Farm machinery, motor vehicles, household goods, and other property - estimated from new 
cost less depreciation. Liabilities of groups (l), (2), and (3) - estimated from recorded debt 
and statements of respondents when interviewed. All operators in group (4) provided statements 
of assets and liabi lities. 
b Degree of progress was measured by number of productive man-work units the farm 
business provided, ranging from less than 100 for the "least" to more than 200 for the "most" 
progress. A PMU is equal to a ten·hour day spent on a productive (crop or livestock) 
enterprise. 
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s t u d y  o f  2 4 4  r e p r e s e n t a t i v e  p a r t - t i m e  f a r m  f a m i l i e s  i n  O h i o  r e v e a l e d  
t h a t  o n l y  2 8  p e r c e n t  e x p r e s s e d  a n  a c t i v e  i n t e r e s t  i n  b e c o m i n g  f u l l - t i m e  
f a r m  o p e r a t o r s .  ( F o r  a  c o m p a r i s o n  o f  t h e  a v e r a g e  f i n a n c i a l  p o s i t i o n  
o f  t h i s  2 8 - p e r c e n t  g r o u p  w i t h  a  s e c o n d  g r o u p  w h o  h a d  p r o g r e s s e d  t o  
e s s e n t i a l l y  f u l l - t i m e  o p e r a t o r s ,  s e e  T a b l e  5 . )  T h e  a v e r a g e  d a y s  o f  w o r k  
i n  t h e  n o n f a r m  j o b s  r e p o r t e d  b y  t h e s e  p a r t - t i m e  f a r m e r s  r a n g e d  f r o m  
2 1 8  t o  2 3 2 .  T h e s e  w e r e  e s s e n t i a l l y  4 0 - h o u r - a - w e e k  j o b s  w i t h  t i m e  o f f  
f o r  v a c a t i o n  a n d  h o l i d a y s .  I n  a d d i t i o n  t o  t h e  n o n f a r m  w o r k  p e r f o r m e d  
b y  t h e  o p e r a t o r ,  t h e  w o r k  p e r f o r m e d  o n  t h e  f a r m  r a n g e d  f r o m  a n  
a v e r a g e  o f  6 9  p r o d u c t i v e  m a n - w o r k - u n i t s  b y  t h e  g r o u p  t h a t  h a s  m a d e  
l e a s t  p r o g r e s s  t o w a r d  f u l l - t i m e  f a r m i n g  t o  a n  a v e r a g e  o f  2 5 8  m a n ­
w o r k - u n i t s  b y  t h o s e  t h a t  h a d  m a d e  t h e  m o s t  p r o g r e s s .  O b v i o u s l y ,  s o m e  
o f  t h i s  f a r m  w o r k  w a s  d o n e  b y  m e m b e r s  o f  t h e  f a m i l y  o t h e r  t h a n  t h e  
o p e r a t o r ,  b u t  i t  i s  c l e a r  t h a t  p a r t - t i m e  f a r m i n g  m e a n s ,  i n  f a c t ,  h o l d i n g  
t w o  j o b s  a n d  t h e  t o t a l  n u m b e r  o f  h o u r s  p u t  i n  m a y  b e  l o n g  i n d e e d .  
T h e  n e t  w o r t h  o f  t h e  e s t a b l i s h e d  f u l l - t i m e  f a r m e r s  d i d  n o t  d i f f e r  p a r ­
t i c u l a r l y  f r o m  t h a t  o f  t h e  p a r t - t i m e  o p e r a t o r s .  T h e  g r e a t e s t  d i f f e r e n c e s  
o c c u r r e d  i n  t h e  i n v e s t m e n t  i n  f a r m - o p e r a t i n g  c a p i t a l ;  t h a t  i s ,  i n  l i v e ­
s t o c k  a n d  m a c h i n e r y .  
T h e  a v e r a g e  s i z e  o f  t h e s e  p a r t - t i m e  u n i t s  r a n g e d  f r o m  6 5  a c r e s  o f  
c r o p l a n d  f o r  t h e  5 5  p a r t - t i m e  f a r m e r s  s e e k i n g  t o  b e c o m e  e s t a b l i s h e d  
a s  f u l l - t i m e  f a r m e r s  t o  1 2 6  a c r e s  o f  c r o p l a n d  f o r  t h e  1 8  f u l l - t i m e  
f a r m e r s  w h o  h a d  s t a r t e d  a s  p a r t - t i m e  o p e r a t o r s  ( T a b l e  6 ) .  
O n e  o f  t h e  r e a l  p r o b l e m s  o f  u s i n g  t h e  p a r t - t i m e  r o u t e  t o  g e t t i n g  
e s t a b l i s h e d  i n  f u l l - t i m e  f a r m i n g  i s  t h e  d i f f i c u l t y  o f  m a k i n g  t h e  t r a n s i ­
t i o n .  T h e  l o s s  o f  t h e  r e g u l a r  i n c o m e  f r o m  t h e  n o n f a r m  j o b  i s  t h e  m o s t  
T a b l e  6 .  - A v e r a g e  S i z e  o f  F a r m  a n d  L a n d  U s e  A m o n g  5 5  P r e s e n t  
a n d  1 8  F o r m e r  P a r t - T i m e  F a r m e r s ,  O h i o ,  1 9 5 4  
P a r t - t i m e  o p e r a t o r s  
O p e r a t o r s  f a r m i n g  
L a n d  u s e  
m a k i n g  p r o g r e s s  t o w a r d  
f u l l - t i m e  f a r m i n g  
f u l l  t i m e  b u t  f o r m e r l y  
p a r t  t i m e  
A c r e s  P e r c e n t  A c r e s  
P e r c e n t  
C o r n  a n d  s o y b e a n s  . . . . . . . . . . .  
S m a l l  g r a i n s  .  . .  . . . .  . . . . . . . . . .  
O t h e r  c r o p s  . . . . . . . . .  .  . .  . . . . .  
A l f a l f a  a n d  o t h e r  h a y  . . . . . . . . .  
R o t a t i o n  p a s t u r e  . .  . . .  . . . .  . . . .  
2 3  
1 7  
1  
1 6  
8  
2 0  
1 5  
1  
1 3  
7  
4 7  
2 8  
2  
2 7  
2 2  
2 5  
1 5  
1  
1 4  
1 2  
T o t a l  c r o p l a n d  . . . . . . . .  . . . .  .  6 5  
5 6  1 2 6  
6 7  
P e r m a n e n t  p a s t u r e  . . . . . . . .  . .  .  
O t h e r  l a n d  . . . . .  . . . . . . . . . . . . .  
2 5  
2 6  
2 2  
2 2  
3 5  
2 8  
1 8  
1 5  
T o t a l  a c r e s  i n  f a r m  . . .  . .  . . . .  
1 1 6  1 0 0  1 8 9  
1 0 0  
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difficult step in the adjustment. This transition is easiest if it is antici­
pated and savings are accumulated to provide for family-living needs
until an expanded farming operation can restore the level of income.
Of the part-time farmers, those that in terms of productive man­
work-units were closest to being full-time farmers had the least dis­
posable income available for family living and other personal expenses(Table 7). The difference in the amount of nonfarm income between
those who had made least progress and those who had made most
progress toward full-time farming may be in part a measure of the
difficulty these men have in giving enough attention to their nonfarmjobs to make them eligible for promotions and higher pay. When one
is overburdened with two almost full-time jobs, the quality of the farm
work is likely to suffer too. The rigid time schedule of a nonfarm job
may conflict with the timely performance of certain tasks on the farm.
When viewed realistically, part-time farming is apt to result in less
than optimum or even satisfactory performance in both farm and non­
farm work. 
Part-time farming may also be a consequence of an inadequate
start in farming or a start on a farm unit that offers less than full-time
employment for the operator's labor. Thus part-time farming may be
viewed as a street carrying three streams of traffic: ( 1) those who
have entered part-time farming as a stepping stone toward establish-
Table 7. - Estimated Average Gross and Net Receipts, Farm

and Nonfarm, and Expendable Income, Specified

Groups of Farm Operators, Ohio, 1954 

Part-time operators making prog­ Operators
ress toward full-time farming rated asItems established inLeast Average Most full-timeprogress progress progress farming 
N umber of operators ............ . 22 22 11 18

Gross farm receipts ............ . $2,247 $3,063 $5,031 $7,868Cash farm expenses and depreciation 1,996 2,619 4,283 4,795Net farm income ...... . $ 251 $ 444 $ 748 $3,073
Gross nonfarm receipts. . . . . . . . . .. $4,380 $3,939 $3,109 $1,284aTravel expenses. . . . . . . . . . . . . . . 290 283 302 50Net nonfarm income. . . . . . . $4 ,090 $3,656 $2,807 $1,234
Total net income.. .. . . . . . . . . . . .. $4,341 $4,100 $3,555 $4,307Interest and debt payments. . . . . . 737 1,037 688 1,535Disposable income for family living,
income taxes, and other sav in gs. $3,604 $3,063 $2,867 $2,772 
a Income from investments, working wives, custom work, and occasional short jobs offthe farm. 
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G e t t i n g  S t a r t e d  a n d  E s t a b l i s h e d  i n  f a r m i n g  
m e n t  i n  f u l l - t i m e  f a r m i n g ;  ( 2 )  t h o s e  w h o  h a v e  f o u n d  i t  n e c e s s a r y  t o  
s u p p l e m e n t  t h e i r  f a r m  e a r n i n g s  w i t h  o f f - f a r m  i n c o m e  a n d  w h o  w i l l  
e v e n t u a l l y  d e v o t e  m o s t  o f  t h e i r  t i m e  a n d  e n e r g y  t o  n o n f a r m  w o r k ;  a n d  
( 3 )  t h o s e  w h o  a r e  p a r t - t i m e  f a r m e r s  b e c a u s e  t h e y  p r e f e r  t o  b e  a n d  
w h o  i n t e n d  t o  r e m a i n  p a r t - t i m e  f a r m e r s  a n d  e v e n t u a l l y  r e t i r e  i n  t h e i r  
r u r a l  h o m e s .  
M E E T I N G  N O N R E A L - E S T A T E  C A P I T A L  R E Q U I R E M E N T S  
T h e  g e n e r a l  l e v e l  o f  $ 1 5 , 0 0 0  i n  f a r m - o p e r a t i n g  c a p i t a l  o n  o n e - m a n  
f a r m s  h a s  a l r e a d y  b e e n  m e n t i o n e d .  C o m p a r i n g  t h i s  f i g u r e  w i t h  t h e  
c a p i t a l  i n v e s t m e n t s  o f  m e n  r e a r e d  o n  f a r m s  w h o  d i d  n o t  g e t  s t a r t e d  
i n  f a r m i n g  p r o v i d e s  a n o t h e r  p e r s p e c t i v e  o n  f a r m - o p e r a t i n g  c a p i t a l  
r e q u i r e m e n t s .  S u c h  a  c o m p a r i s o n  w a s  m a d e  p o s s i b l e  b y  a n  I l l i n o i s  
s t u d y  i n  w h i c h  d a t a  w e r e  o b t a i n e d  o n  a l l  m e m b e r s  o f  s e l e c t e d  e i g h t h ­
g r a d e  c l a s s e s  o f  f a r m - r e a r e d  b o y s .  I n  1 9 5 4 ,  w h e n  t h e s e  m e n  w e r e  
a b o u t  3 0  y e a r s  o l d ,  a n d  w h e n  t h o s e  w h o  b e c a m e  f a r m e r s  h a d  b e e n  
f a r m i n g  a n  a v e r a g e  o f  6  y e a r s ,  e a c h  w a s  a s k e d  t o  r e p o r t  h i s  c u r r e n t  
i n v e s t m e n t  i n  t h e  t o o l s ,  e q u i p m e n t ,  a n d  p l a c e  o f  b u s i n e s s  i n  w h i c h  h e  
w o r k e d .  T h e  a v e r a g e  i n v e s t m e n t  a m o n g  t h e  m e n  w h o  w e r e  t h e n  
f a r m i n g  w a s  a  l i t t l e  o v e r  $ 1 0 , 0 0 0 ;  t h e  a v e r a g e  f o r  t h e  t o t a l  n u m b e r  
w h o  w e r e  n o t  f a r m i n g  w a s  a b o u t  $ 7 0 0 .
1  
T h e s e  f i g u r e s  w o u l d  i n d i c a t e  
t h a t  a n  a v e r a g e  i n v e s t m e n t  o f  a  l i t t l e  o v e r  $ 1 0 , 0 0 0  i s  n e c e s s a r y  t o  h o l d  
a  j o b  a s  a  f a r m  o p e r a t o r  c o m p a r e d  w i t h  a n  i n v e s t m e n t  o f  a b o u t  $ 7 0 0  
t o  h o l d  a  j o b  o u t s i d e  a g r i c u l t u r e .  
A c c o r d i n g  t o  f i n d i n g s  i n  I l l i n o i s ,  t h e  i n t e l l e c t u a l  r e q u i r e m e n t s  o f  
b e i n g  a  f a r m  o p e r a t o r  m a y  b e  c o n s i d e r e d  a s  g r e a t  a s  o r  g r e a t e r  t h a n  
t h o s e  r e q u i r e d  b y  m o s t  j o b s  h e l d  b y  m e n  w h o  l e f t  t h e  f a r m .  T h u s  t h e  
c a p i t a l  r e q u i r e m e n t s  o f  f a r m i n g  c a n  b e  v i e w e d  a s  a n  a d d i t i o n a l  r e q u i r e ­
m e n t  o n  t h o s e  w h o  w o u l d  b e c o m e  f a r m e r s .  T h e  f a r m - c a p i t a l  r e q u i r e ­
m e n t s  a r e  c o m p a r a b l e  t o  t h e  t r a i n i n g  a n d  e d u c a t i o n a l  r e q u i r e m e n t s  i n  
p r o f e s s i o n a l  w o r k .  S u c h  t r a i n i n g  m a y  b e  c o n s i d e r e d  a  t y p e  o f  c a p i t a l  
- a n  i n v e s t m e n t  i n  h u m a n  a b i l i t i e s  a n d  s k i l l s .  
S o u r c e s  o f  F a r m - O p e r a t i n g  C a p i t a l  
T h e r e  a r e  f o u r  g e n e r a l  s o u r c e s  o f  f a r m - o p e r a t i n g  c a p i t a l :  ( 1 )  a c ­
c u m u l a t e d  s a v i n g s  o u t  o f  e a r n i n g s ,  i n c l u d i n g  t h e  e a r n i n g s  o f  p a s t  
s a v i n g s ;  ( 2 )  g i f t s ,  i n h e r i t a n c e s ,  o r  o t h e r  f o r m s  o f  g r a t u i t i e s ;  ( 3 )  b o r ­
r o w i n g s  ;  a n d  ( 4 )  l e a s i n g  o r  c o n t r a c t u a l  a r r a n g e m e n t s .  
1  A  l i t t l e  l e s s  t h a n  o n e - f o u r t h  o f  t h e i r  c l a s s m a t e s ,  w h o  w e r e  n o t  f a r m i n g ,  
r e p o r t e d  s u c h  i n v e s t m e n t s ,  t h e  a v e r a g e  o f  t h o s e  r e p o r t i n g  b e i n g  a b o u t  $ 3 , 5 0 0 .  
T h e s e  m e n  o w n e d  t r u c k s ,  p l u m b e r s '  t o o l s ,  r e t a i l  s t o r e s ,  f i l l i n g  s t a t i o n s ,  e t c .  
35 Getting Started and Established in Farming 
Studies in Michigan, Missouri, Indiana, and Illinois reported the 
net worth of beginning farmers at the start of their first year in farm­
ing. The average date of starting for all these groups was 1948. The 
average net worth of the southern Illinois sample was approximately 
$2,900, the average of the Missouri sample was $3,500, the Indiana 
about $4,000, and the Michigan about $4,400. The most important 
source of savings in these initial net-worth positions consisted of 
earnings from the home farm. Savings from off-farm work were a 
close second. Savings from farm labor off the home farm and from 
military service made additional important contributions to this original 
net worth. 
From a third to a half of the beginning farmers in these samples 
reported nonfarm work at some time previous to the time they started 
farming. This suggests that when the home farm is not large enough 
to utilize profitably a son's labor, the young man interested in accumu­
lating capital for a start in farming must consider a job off the farm. 
If he can find such a job not too far from the home farm and continues 
to live at home, perhaps trading chore work and field work for room, 
board, and laundry, he can keep living costs low and capital accumula­
tion at a maximum. 
Those who get married close to the time they are getting started in 
farming need to include in their budget estimates capital requirements 
for both needs. In addition to the actual investment in machinery, 
equipment, livestock, feed, and household furnishings, they need to 
budget a source from which family living expenses will be met until 
the newly established farm business begins to yield enough income. 
Less than 5 percent of the initial net worth of the beginning farm 
families studied came from gifts and inheritances. Gifts were im­
portant in establishing household inventories, but gifts and other types 
of family help on farm capital needs were usually given during the 
first two years in farming rather than before starting. 
Providing for regularly recurring needs in the first year in farming 
(such as family living requirements, livestock supplements, crop seeds, 
and tractor fuel) requires either short-term borrowing, drawing on 
savings, or income from temporary off-farm employment. A young 
farmer in Michigan rented a farm, bought a herd of yearling dairy 
heifers, and then took a job in an automobile plant until the heifers 
began to freshen. In this way he avoided the higher capital require­
ment of buying cows, and used his nonfarm income to meet current 
expenses until he had a milk check coming in regularly. 
The forms in which total capital accumulation at the beginning of 
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G e t t i n g  S t a r t e d  a n d  E s t a b l i s h e d  i n  F a r m i n g  
T a b l e  8 .  - A s s e t s  a n d  L i a b i l i t i e s  A c c u m u l a t e d  B e f o r e  S t a r t i n g  t o  F a r m  

b y  a  G r o u p  o f  F a r m  F a m i l i e s  i n  C l i n t o n  C o u n t y ,  I n d i a n a ,  

W h o  S t a r t e d  F a r m i n g  F r o m  1 9 4 7  T h r o u g h  1 9 5 3 &  

P e r c e n t  h o l d i n g  A v e r a g e  a m o u n t
A s s e t s  a n d  l i a b i l i t i e s  
e a c h  i t e m  h e l d  
A s s e t s  
R e a l  e s t a t e .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  8  $  9 7 2  
L i v e s t o c k .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  4 3  
3 8 2  
M a c h i n e r y .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  3 7  6 9 0  
F e e d ,  s e e d ,  e t c . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  2 2  3 7 7  
A u t o ,  t r u c k .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  9 4  8 6 0  
H o u s e h o l d  g o o d s ,  p e r s o n a l  i t e m s .  .  .  .  .  .  .  .  .  .  .  .  . .  1 0 0  1 , 0 3 9  
C a s h ,  b o n d s ,  e t c . .  . . . . . . . . . .  . . . . . . . . .  . . . . . . .  .  9 8  1 , 4 5 6  
T o t a l  a s s e t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .  
$ 5 , 7 7 6
b  

L i a b i l i t i e s  
R e a l  e s t a t e  d e b t .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  7  $  3 6 0  
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1 6 1  
N e t  w o r t h  . . . . . . . . . . . . . . . . .  . .  . .  .  . . . . .  . . .  . . .  .  
5 , 2 5 5  
T o t a l  l i a b i l i t i e s  .  . . .  .  . .  . . . . . . . . . . . . . . . . . . .  .  $ 5 , 7 7 6
b  

T o t a . l  nonre~l e s t a t e  c a p i t a l  u s e d  i n  g e t t i n g  s t a r t e d  
I n  f a r m i n g  .  .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .  
$ 8 , 1 9 6
C  
n  A d a p t e d  f r o m  d a t a  i n  u n p u b l i s h e d  d o c t o r a l  t h e s i s ,  " P r o b l e m s  o f  C a p i t a l  A c c u m u l a t i o n  i n  
G e t t i n g  S t a r t e d  i n  F a r m i n g , "  b y  L e s t e r  A r n o l d ,  P u r d u e  U n i v e r s i t y ,  1 9 5 5 .  U s e d  b y  p e r m i s s i o n  
o f  t h e  a u t h o r .  
b  I n c l u d e s  o n l y  a s s e t s  a n d  l i a b i l i t i e s  a c c u m u l a t e d  b y  t h e  f a m i l y  u p  t o  t h e  t i m e  o f  s t a r t i n g  
t o  f a r m .  D o e s  n o t  i n c l u d e  a n y  i t e m s  a c c r u i n g  f r o m  c r e d i t  o b t a i n e d  d u r i n g  t h e  f i r s t  y e a r  o f  
f a r m i n g .  
C  I n c l u d e s  l o a n s  r e c e i v e d  d u r i n g  t h e  f i r s t  y e a r  o f  o p e r a t i o n  a n d  p r o c e e d s  f r o m  t h e  s a l e  o f  
s o m e  r e a l  e s t a t e  a s s e t s .  
t h e  f i r s t  y e a r  o f  f a r m i n g  m a y  b e  h e l d  a r e  s h o w n  i n  T a b l e  8  b y  t h e  
e x p e r i e n c e  o f  a  g r o u p  o f  b e g i n n i n g  f a r m e r s  i n  I n d i a n a .  H o u s e h o l d  
g o o d s  r e p r e s e n t e d  a  l a r g e  p a r t  o f  t h e  b e g i n n i n g  n e t  w o r t h .  S u c h  
c a p i t a l  i s  n o t  p r o d u c t i v e ,  b u t  a n  a d e q u a t e  i n i t i a l  i n v e n t o r y  o f  h o u s e h o l d  
g o o d s  i s  n e c e s s a r y  t o  a v o i d  a  h e a v y  d r a i n  o n  f a r m  i n c o m e  f o r  c o n ­
s u m p t i o n  p u r p o s e s .  
B o r r o w i n g  t o  M e e t  C a p i t a l  N e e d s  
T o t a l  c a p i t a l  r e q u i r e m e n t s  f o r  s t a r t i n g  i n  f a r m i n g  a r e  s o  h i g h  t h a t  
f e w  y o u n g  m e n  a r e  a b l e  t o  s a v e  f r o m  e a r n i n g s  t h e  e n t i r e  a m o u n t  
n e e d e d  a n d  s t i l l  m a k e  a  t i m e l y  s t a r t .  C r e d i t  i s  t h e r e f o r e  a n  i m p o r t a n t  
s o u r c e  o f  i n i t i a l  c a p i t a l .  
C r e d i t  e x p e r i e n c e s  o f  b e g i n n i n g  f a r m  f a m i l i e s .  S t u d i e s  i n  I n d i a n a  
a n d  I l l i n o i s  s h o w e d  a t  l e a s t  t h r e e  i m p o r t a n t  c h a r a c t e r i s t i c s  o f  t h e  
c r e d i t  e x p e r i e n c e s  o f  b e g i n n i n g  f a r m  f a m i l i e s .  
O n e  i m p o r t a n t  c h a r a c t e r i s t i c  i s  t h a t  f o r  m a n y  y o u n g  f a r m  f a m i l i e s  
t h i s  i s  t h e i r  f i r s t  e x p e r i e n c e  w i t h  t h e  u s e  o f  b o r r o w e d  m o n e y .  I n  a  
g r o u p  o f  f a r m - r e a r e d  b o y s  i n  s o u t h e r n  I l l i n o i s ,  5 8  p e r c e n t  o f  t h e  
37 Getting Started and Established in Farming 
young men who were farming in 1954 said that their first use of 
borrowed money was to finance the machinery and livestock with 
which they made their start in farming (Table 9). Another 10 per­
cent used their first credit to buy farmland, and 6 percent used it for 
other productive purposes. Thus about 75 percent used their first 
credit for productive purposes, compared with only 20 percent using 
it in that way by their classmates who were not farm operators. l\l[oney 
borrowed to buy a home was not included in this comparison. 
Since a tenant farm operator usually obtains the use of the farm 
residence along with the land he rents, one might say that part of the 
cost of the machinery and equipment that he had to have in order to 
rent the land could be considered as a cost of acquiring a home. Even 
if we include among the nonfarmers who made productive use of 
credit the 22 percent who used their first borrowed money to buy a 
house, the comparison would still be heavily weighted toward the farm 
operators. Slightly over half of the non farmers used their first credit 
to buy an automobile. 
The sources of these initial loans reflect in part the purposes for 
which they were used. Commercial banks ,>,"ere about equall y important 
to farmers and non farmers . Finance companies were more important 
to the nonfarming group. Parents and other relatives were more 
important to the beginning farm operators than to the nonfarmers. 
Differences in the sources used by farmers are partly due to differences 
Table 9. - Initial Credit Experiences Among a Sample of Farm-Reared 
Men Representing Two Eighth-Grade Classes in Washington 
and Jefferson Counties, Illinois, by Occupational Status in 1954 
Farm operators Men not farming 
in 1954 in 1954 
Number of men... . . . . . . . .. . . . . . .. . . . . . . . . . . . . . 68 108 
Number who had never borrowed. . . . . . . . . . . . . . . . 6 13 
N umber reporting on their first loan . . . . . . . . . . . . . . 62 95 
Percent who used their first loan for: 
An automobile. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18 51 
A house... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 22 
Farmland. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 2 
Farm machinery or livestock . . . . . . . . . . . . . . . . . . 58 7 
Other productive purposes. . . . . . . . . . . . . . . . . . . . 6 11 
Other nonproductive purposes. . . . . . . . . . . . . . . . . 6 7 
Percent who obtained their first loan from: 
Parents or other relatives. . . . . . . . . . . . . . . . . . . . . 40 23 
Commercial banks. . . . . . . . . . . . . . . . . . . . . . . . . . . 42 40 
Finance companies. . . . . . . . . . . . . . . . . . . . . . . . . . . 13 31 
Other sources. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 6 
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G e t t i n g  S t a r t e d  a n d  E s t a b l i s h e d  i n  F a r m i n g  
T a b l e  1 0 .  - S o u r c e s  o f  B o r r o w e d  C a p i t a l  U s e d  b y  B e g i n n i n g  

F a r m e r s  i n  C l i n t o n  C o u n t y ,  I n d i a n a ,  1 9 4 7 - 1 9 5 3 ,  D u r i n g  

T h e i r  F i r s t  T w o  Y e a r s  i n  F a r m i n g
a  

P e r c e n t  o f  t o t a l  c r e d i t  u s e d  
B y  f a r m e r s  w i t h  s u b s t a n ­ B y  f a r m e r s  w i t h o u t  s u b ­
S o u r c e  o f  c r e d i t  
t i a l  f a m i l y  a s s i s t a n c e  
s t a n t i a l  f a m i l y  a s s i s t a n c e  
F i r s t  S e c o n d  F i r s t  S e c o n d  
y e a r  y e a r  y e a r  y e a r  
R e l a t i v e s  . . . . . . . . . . . . . . . . . . . . . .  
3 2  
3 0  7  4  

L a n d l o r d  . .  . .  . . . . . . . . . . . . . . . . . .  2 5  
2 1  

O t h e r  i n d i v i d u a l s  . . . . . . . . .  . . . . .  
1 0  1 0  
3  
5  

M e r c h a n t s  a n d  d e a l e r s  . . . . . . . . . .  8  1 2  
8  
1 1  

C o m m e r c i a l  b a n k s  . . . . . . . . . . . . .  3 3  
4 2  
3 4  
2 9  

P r o d u c t i o n  c r e d i t  a s s o c i a t i o n s  . . .  1 4  3  
5  
1 6  

F a r m e r s  H o m e  A d m i n i s t r a t i o n  . . .  2  2  
1 5  
1 1  

O t h e r  s o u r c e s  . . . . . . . . . . . . . . . . . .  1  1  3  3  

T o t a l  .  . . . . .  .  . .  .  . .  .  . . . . . . .  .  .  .  
1 0 0  1 0 0  1 0 0  1 0 0  

P e r c e n t  c a r r y o v e r  o f  t o t a l  n o n r e a l  
e s t a t e  c r e d i t  u s e d  . . . . . . . . . . .  4 4  4 9  5 0  4 4  
n  A d a p t e d  f r o m  P u r d u e  ( I n d . )  A g r .  E x p .  S t a .  B u l .  6 3 8 .  1 9 5 7 .  
i n  t h e  a b i l i t y  o f  t h e  p a r e n t s  a n d  r e l a t i v e s  t o  e x t e n d  s u f f i c i e n t  c r e d i t  t o  
s o n s  a n d  s o n s - i n - l a w  t o  m e e t  t h e  c a p i t a l  r e q u i r e m e n t s  o f  s t a r t i n g  i n  
f a r m i n g .  
A  s e c o n d  i m p o r t a n t  c h a r a c t e r i s t i c  o f  t h e  c r e d i t  e x p e r i e n c e s  o f  
b e g i n n i n g  f a r m  f a m i l i e s  i s  t h e  r o l e  o f  i n d i v i d u a l s  i n  s u p p l y i n g  c r e d i t .  
T h e  s o u r c e s  o f  c r e d i t  u s e d  b y  f a r m e r s  m a k i n g  a  s t a r t  i n  f a r m i n g  i n  
C l i n t o n  c o u n t y ,  I n d i a n a ,  f r o m  1 9 4 7  t h r o u g h  1 9 5 3  w e r e  c o m p a r e d  f o r  
t h o s e  r e c e i v i n g  s u b s t a n t i a l  f a m i l y  a s s i s t a n c e  a n d  t h o s e  n o t  r e c e i v i n g  
s u c h  a s s i s t a n c e  ( T a b l e  1 0 ) .  T h e  m a i n  d i f f e r e n c e s  b e t w e e n  t h e  t w o  
g r o u p s  w e r e  t h a t  t h o s e  r e c e i v i n g  s u b s t a n t i a l  f a m i l y  a s s i s t a n c e  o f  
c o u r s e  r e l i e d  m o r e  o n  r e l a t i v e s  a s  a  s o u r c e  o f  c r e d i t ,  w h i l e  t h o s e  w h o  
s t a r t e d  f a r m i n g  w i t h o u t  s u b s t a n t i a l  f a m i l y  a s s i s t a n c e  d e p e n d e d  m o r e  
o n  t h e  F a r m e r s  H o m e  A d m i n i s t r a t i o n  a n d  n o n r e l a t e d  l a n d l o r d s .  T h e  
t a b l e  r e p o r t s  d i r e c t  l o a n s  r e c e i v e d  f r o m  l a n d l o r d s ;  i n  a d d i t i o n ,  s o m e  
l e a s i n g  a n d  c o n t r a c t u a l  a r r a n g e m e n t s  w e r e  u s e d  a s  a l t e r n a t i v e s  t o  
o w n i n g  a n d  b o r r o w i n g  o p e r a t i n g  c a p i t a l .  
A  t h i r d  i m p o r t a n t  c h a r a c t e r i s t i c  o f  t h e  c r e d i t  e x p e r i e n c e s  o f  b e g i n ­
n i n g  f a r m  f a m i l i e s  i s  t h e  h i g h  p r o p o r t i o n  o f  i n t e r m e d i a t e - t e r m  c r e d i t  
r e q u i r e d .  A m o n g  t h e  C l i n t o n ,  I n d i a n a ,  f a m i l i e s ,  a  s u r p r i s i n g  a m o u n t  
o f  c r e d i t  w a s  o b t a i n e d  f r o m  i n d i v i d u a l s  o n  n o - t e r m  n o t e s  ( T a b l e  1 1  )  .  
F o r  t h o s e  r e c e i v i n g  s u b s t a n t i a l  f a m i l y  h e l p ,  s u c h  c r e d i t  w a s  i n i t i a l  
c a p i t a l  l o a n e d  t o  t h e m  w i t h o u t  a  r e p a y m e n t  d a t e  s p e c i f i e d .  W h i l e  t h e  
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Table 11. - Length of Terms on Notes for Credit Obtained by Beginning 

Farmers in Clinton County, Indiana, 1947-1953, During 

Their First Two Years in Farminga 

Percent from different sources for loan term specified 
By farmers with substan­ By farmers without sub­
Source of loan tial family assistance stantial family assistance 
1-12 Over 12 1-12 Over 12None None
months months months months 
I ndivid uals .............. 
Lending institutions ...... 
Merchants and dealers .. .. 
Totals ....... .. ....... 
62 
38 
100 
18 
79 
3 
100 
57 
36 
7 
100 
71 
29 
100 
9 
91 
100 
99 
1 
100 
Percent of total credit 
obtained ............. 30 59 11 44 32 24 
n Adapted from Purdue (Ind.) Agr. Exp. Sta. BuJ. 638. 1957. 
percentage of this type of credit seems high among those families 
without substantial assistance, its availability was usually tied in with 
the lease arrangement for the farm. 
Lending institutions other than the Farmers Home Administration 
confined their loans largely to maturities of 12 months or less. Only 
11 percent of the beginning farmers receiving family help had credit 
terms of more than 12 months and only 24 percent of the credit ob­
tained by those without family help was of this kind. 1 FHA loans 
predominated among the second group. 
The need for intermediate-term credit by beginning farm families 
is demonstrated in the repayment experiences of the Indiana sample. 
Even though only about one-third of the total nonreal-estate credit used 
was borrowed on a long-term basis, the debt carryover beyond the 
specified maturity date was such that in the actual repayment nearly 
60 percent of the total nonreal-estate loans required more than 12 
months for repayment. 
Additional evidence of the need for intermediate-term loans is 
shown by a study of a sample of beginning farmers in Washington and 
Jefferson counties in southern Illinois (Table 12). The payments on 
principal made by these young families were scarcely more than enough 
to keep their debt carried over from one year to the next from increas­
ing through current borrowing. Payments on principal amounted to 25 
to 35 percent of the debt carried over in each of the first three years. 
1 Since these data were obtained, production credit associations and some 
rural banks have recognized the need for intermediate-term loans and are offering 
such credit to their farmer borrowers. 
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T a b l e  1 2 .  - A m o u n t  o f  D e b t  C a r r i e d  a n d  R e p a y m e n t  M a d e  D u r i n g  T h e i r  

F i r s t  T h r e e  Y e a r s  i n  F a r m i n g  b y  B e g i n n i n g  F a r m e r s  F r o m  T w o  

E i g h t h - G r a d e  C l a s s e s  i n  W a s h i n g t o n  a n d  J e f f e r s o n  

C o u n t i e s  i n  S o u t h e r n  I l l i n o i s  

C l a s s  o f  1 9 4 0  C l a s s  o f  1 9 3 6  
N u m b e r  o f  b e g i n n i n g  f a r m e r s  r e p o r t i n g  . . . . . . . . . . . .  .  2 8  4 2  
N u m b e r  w i t h  d e b t  i n  t h e i r  f i r s t  y e a r  . . . . . . . . . . . . . . .  .  1 9  
1 5  
A v e r a g e  d e b t  r e p a y m e n t  .  . .  . .  . .  .  . . . . . .  . . .  .  . .  . .  .  .  .  .  
$  
4 0 4  
$  
4 8 6  
D e b t  c a r r i e d  o v e r  a t  e n d  o f  f i r s t  y e a r  . . . . . . . .  . .  . . . .  .  
$ 2 , 0 8 7  $ 2 , 4 7 7  
N  u m b e r  w i t h  d e b t  i n  t h e i r  s e c o n d  y e a r  . .  . . . . . .  . . .  .  .  2 4  
1 5  
A v e r a g e  d e b t  r e p a y m e n t  .  .  . .  . . . .  .  . . . . . . . . . . . .  .  .  .  .  .  
$  
6 1 3  
$  
6 6 1  
D e b t  c a r r i e d  o v e r  a t  e n d  o f  s e c o n d  y e a r  . .  .  .  . . . . .  .  .  .  .  $ 1 , 9 5 0  $ 2 , 3 2 0  
N u m b e r  w i t h  d e b t  i n  t h e i r  t h i r d  y e a r . . . . . . .  . . . . . . .  .  2 2  1 2  
A v e r a g e  d e b t  r e p a y m e n t  .  .  . . . .  .  . . . . . .  . . . .  .  .  . . .  .  
$  
6 8 4  
$  
5 7 4  
D e b t  c a r r i e d  o v e r  a t  e n d  o f  t h i r d  y e a r  .  .  . . . . . . . . . . .  .  $ 1 , 9 4 3  
$ 2 , 3 1 3  
W i t h  n o  a d d i t i o n a l  b o r r o w i n g ,  r e p a y m e n t  a t  t h e s e  r a t e s  w o u l d  h a v e  
r e q u i r e d  m a t u r i t i e s  o f  t h r e e  t o  f o u r  y e a r s .  S u c h  m a t u r i t i e s  a p p e a r  t o  
b e  r e a s o n a b l y  i n  l i n e  w i t h  t h e  s e l f - a m o r t i z a t i o n  s c h e d u l e s  o f  s u c h  
c a p i t a l  p u r c h a s e s  a s  m a j o r  i t e m s  o f  m a c h i n e r y  a n d  b r e e d i n g  l i v e s t o c k .  
S o m e ,  b u t  n o t  m u c h ,  o f  t h e  o b s e r v e d  l o w  r a t e  o f  r e p a y m e n t  w a s  d u e  
t o  l o n g - t e r m  r e a l  e s t a t e  c r e d i t  b e i n g  i n c l u d e d  i n  t h e  t o t a l  i n d e b t e d n e s s .  
O n e  m u s t  r e c o g n i z e ,  o f  c o u r s e ,  t h a t  i n c r e a s e s  i n  n e t  w o r t h  a m o n g  
t h e s e  y o u n g  f a m i l i e s  w e r e  n o t  c o n f i n e d  t o  t h e  a m o u n t  o f  d e b t  r e t i r e d .  
B e g i n n i n g  f a r m  f a m i l i e s  u s u a l l y  p r e f e r  t o  b u i l d  u p  i n v e n t o r i e s  a n d  
m a k e  a d d i t i o n s  t o  o p e r a t i n g  c a p i t a l  f r o m  t h e i r  i n c o m e  r a t h e r  t h a n  t o  
r e t i r e  d e b t s .  T h i s  a g a i n  i l l u s t r a t e s  t h e  n e e d  f o r  i n t e r m e d i a t e - t e r m  
c r e d i t  b y  b e g i n n i n g  f a r m  f a m i l i e s .  T h e s e  f a m i l i e s  b e g i n  f a r m i n g  w i t h  
l o w  i n v e n t o r i e s  o f  f e e d ,  g r a i n ,  s e e d ,  s m a l l  t o o l s ,  b r e e d i n g  l i v e s t o c k ,  
f a t t e n i n g  s t o c k ,  a n d  t h e  m a n y  o t h e r  i t e m s  t h a t  m a k e  u p  t h e  t o t a l  
o p e r a t i n g  i n v e n t o r y  o f  e s t a b l i s h e d  f a r m e r s ,  s o  a n y  c r e d i t  u s e d  t o  
f i n a n c e  i n t e r m e d i a t e - t e r m  c a p i t a l  o n  a  s h o r t - t e r m  b a s i s  i g n o r e s  t h e  
f a c t  t h a t  a  s u b s t a n t i a l  p a r t  o f  t h e  i n i t i a l  i n c o m e  w i l l  n o r m a l l y  a c c r u e  
i n  a c c u m u l a t i o n s  o f  t h e s e  i n v e n t o r y  i t e m s  a n d  w i l l  n o t  b e  u s e d  f o r  
d e b t  r e t i r e m e n t  e x c e p t  t h r o u g h  f o r c e d  l i q u i d a t i o n .  
F i n a n c i a l  m a n a g e m e n t  f o r  b e g i n n i n g  f a r m e r s .  I t  i s  n o t  w i t h i n  t h e  
s c o p e  a n d  p u r p o s e s  o f  t h i s  p u b l i c a t i o n  t o  p r e s e n t  a  d e t a i l e d  d i s c u s s i o n  
o n  f i n a n c i a l  m a n a g e m e n t ,  b u t  t h e  f o l l o w i n g  s t a t e m e n t s  a r e  l i s t e d  t o  c a l l  
a t t e n t i o n  t o  t h e  r e s p o n s i b i l i t y  f o r  m a k i n g  f i n a n c i a l  d e c i s i o n s  a n d  t o  t h e  
c o n c e p t  o f  n e t  w o r t h  a s  a  t o o l  i n  m e a s u r i n g  f i n a n c i a l  p r o g r e s s .  
1 .  M o n e y  o r  i t s  e q u i v a l e n t  ( c r e d i t ,  b a n k  c h e c k s ,  e t c . )  i s  t h e  l i f e  
b l o o d  o f  t h e  b u s i n e s s  w o r l d ,  i n c l u d i n g  f a r m i n g .  
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2. Anyone who cannot handle money wisely is not capable of 
entering fully into modern business management, including farming. 
3. Every economically responsible individual is in some way con­
cerned with earning, spending, saving, borrowing, lending, or invest­
mg money. 
4. An individual's financial progress may be measured by the 
change in his net worth from year to year (net worth is the difference 
between the total value of what a man owns and what he owes at a 
given time). 
5. Except for gifts, inheritances, and windfall gains, increases in an 
individual's net worth must come from savings made from income, 
including income from past savings. 
6. The rate of change in net worth depends on the amount of net 
earnings, the amount spent on family living, and any change in the 
capital value of money invested. 
7. Once a sufficiently large net worth has been established, it can 
contribute most to the goals of wholesome living, increased earnings, 
and financial security only if it is wisely proportioned and properly 
used. This means keeping a desirable balance between liquid assets 
(cash reserves), investments in home and living facilities, and invest­
ments in working capital in such a way as to allow credit, properly 
used, to supplement savings when needed. 
Restrictions on credit. Three types of credit restrictions have sig­
nificant application to beginning farm families: restrictions imposed 
by lenders, restrictions imposed by the young families themselves, and 
restrictions imposed by the tenure position of the families. 
Among a sample of 76 beginning farmers in 1954 in central Illinois, 
68 percent reported capital and financing as important problems en­
countered in getting established in farming, while 58 percent reported 
tenure as a problem, and 11 percent reported personal problems such 
as lack of education or training (some reported more than one). Even 
though two-thirds of these young men reported capital and finance 
problems as a major difficulty, few said these problems arose because 
they had been denied credit for which they had applied. So long as 
operating capital credit is limited, lenders must of course choose to 
whom they will make loans, and in this process some will be denied. 
If such denial is based on a careful appraisal of the young family's 
ability, resources, and probability of success in farming, society prob­
ably gains by such decisions. If lenders fail to exercise this selective 
function, then farming opportunities will be rationed solely by land­
owners and by parents acting also as creditors and landowners. 
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T h e  F a r m e r s  H o m e  A d m i n i s t r a t i o n  h a s  a u t h o r i t y  t o  m a k e  o p e r ­
a t i n g  l o a n s  a n d  t o  m a k e  o r  g u a r a n t e e  f a r m  o w n e r s h i p  l o a n s  t o  e l i g i b l e  
y o u n g  f a m i l i e s  w h o  a r e  u n a b l e  t o  g e t  c r e d i t  e l s e w h e r e .  B u t  e v e n  h e r e  
n o t  a l l  w h o  a p p l y  f o r  c r e d i t  c a n  g e t  i t .  W h e n  a n  a n a l y s i s  w a s  m a d e  o f  
5 9 1  r e j e c t e d  a p p l i c a t i o n s  f o r  F H A  o p e r a t i n g  l o a n s  i n  I l l i n o i s  i n  1 9 5 2 ­
5 3 ,  i t  w a s  f o u n d  t h a t  a l m o s t  6 0  p e r c e n t  w e r e  r e j e c t e d  b e c a u s e  t h e  
a p p l i c a n t s  w e r e  c o n s i d e r e d  u n w o r t h y  a s  f a r m e r s ,  o r  b e c a u s e  t h e i r  p r o ­
p o s e d  f a r m i n g  v e n t u r e s  w e r e  d e e m e d  t o  b e  u n s o u n d ,  t o o  s m a l l ,  o r  
i n a d e q u a t e  i n  s o m e  o t h e r  r e s p e c t .  O n l y  4 0  p e r c e n t  w e r e  d e n i e d  l o a n s  
b e c a u s e  t h e y  w e r e  u n a b l e  t o  f i n d  f a r m s  o r  o b t a i n e d  c r e d i t  e l s e w h e r e ,  o r  
b e c a u s e  t h e  F H A  l o a n  f u n d s  w e r e  e x h a u s t e d .  H o w e v e r ,  a m o n g  t h o s e  
s e e k i n g  a  l o a n  w i t h  w h i c h  t o  m a k e  a n  e n t r y  i n t o  f a r m i n g ,  t h e  m a j o r  
r e a s o n  f o r  r e j e c t i o n  o f  a p p l i c a n t s  w a s  t h e i r  i n a b i l i t y  t o  f i n d  f a r m s .  
P e r s o n a l  u n c e r t a i n t y  a n d  l a c k  o f  e x p e r i e n c e  k e e p  m a n y  y o u n g  
f a r m  f a m i l i e s  o r  p o t e n t i a l  f a r m  o p e r a t o r s  f r o m  e v e n  a p p l y i n g  f o r  
c r e d i t  t o  b e  u s e d  i n  e s t a b l i s h i n g  a  f a r m  b u s i n e s s .  S u c h  u n c e r t a i n t y  
a n d  l a c k  o f  c o n f i d e n c e  m a y  i n d i c a t e  a  l a c k  o f  m a n a g e r i a l  a b i l i t y ,  a n d  
i f  s o  i t  m a y  b e  w i s e r  f o r  t h e  f a m i l y  n o t  t o  e n t e r  f a r m i n g .  T h e  r e s u l t  
m a y  b e ,  h o w e v e r ,  t h a t  t h e y  a r e  n o t  p r e v e n t e d  f r o m  e n t e r i n g  f a r m i n g  
b u t  a r e  m e r e l y  p r e v e n t e d  f r o m  d o i n g  s o  o n  a n  a d e q u a t e  s c a l e ,  a n d  
t h e n  b o t h  t h e  y o u n g  f a m i l y  a n d  s o c i e t y  s t a n d  t o  l o s e .  M o r e  e d u c a t i o n a l  
e f f o r t s  o n  t h e  i m p o r t a n c e  o f  a  f a r m  o f  a d e q u a t e  s i z e  a n d  a n  a d e q u a t e  
v o l u m e  o f  b u s i n e s s  m a y  b e  n e e d e d  f o r  b o t h  b e g i n n i n g  f a r m  f a m i l i e s  
a n d  f a r m  l e n d e r s .  
M a n y  y o u n g  f a m i l i e s  s h o u l d ,  o f  c o u r s e ,  r e s t r i c t  t h e i r  u s e  o f  c r e d i t  
i n  t h e  f a c e  o f  w e l l - k n o w n  p r o d u c t i o n  r i s k s .  T h e  r i s k  o f  d a m a g e  f r o m  
d r o u t h ,  h a i l ,  i n s e c t s ,  f l o o d s ,  a n d  f r o s t  d i f f e r s  g r e a t l y  f r o m  o n e  c o m ­
m u n i t y  t o  a n o t h e r .  A  b e g i n n i n g  f a r m  f a m i l y  s h o u l d  d e t e r m i n e  t h e  
f r e q u e n c y  a n d  e x t e n t  o f  s u c h  l o s s e s  i n  i t s  c o m m u n i t y  a n d  o n  t h e  
f a r m  o n  w h i c h  i t  p l a n s  t o  m a k e  a  s t a r t .  T h e  a m o u n t  o f  e q u i t y  ( n e t  
w o r t h )  c a p i t a l  n e e d e d  f o r  a  s a f e  s t a r t  w i l l  v a r y  a c c o r d i n g  t o  t h e  r i s k  
i n v o l v e d .  A  y o u n g  f a m i l y  t h a t  d e p e n d s  t o o  h e a v i l y  u p o n  c r e d i t  
e x t e n d e d  f o r  o n e  s e a s o n  o n l y  m a y  f i n d  t h a t  i t  i s  s o l d  o u t  o f  f a r m i n g  
i f  i t  l o s e s  i t s  c r o p .  
L e a s e s  a n d  C o n t r a c t s  a s  F i n a n c i n g  D e v i c e s  
C o n t r a c t  f a r m i n g  m a y  h a v e  a  c e r t a i n  a p p e a l  t o  b e g i n n i n g  f a r m  
f a m i l i e s  w h o  a r e  s o  s h o r t  o f  o w n e d  c a p i t a l  t h a t  t h e y  a r e  u n a b l e  t o  
o b t a i n  e n o u g h  c r e d i t  t o  f i n a n c e  a  d e s i r e d  l e v e l  o f  i n i t i a l  o p e r a t i n g  
i n v e n t o r i e s .  F a r m  e x p e r i e n c e  w i t h  l o w - e q u i t y  f i n a n c i n g  h a s  s o  f a r  
b e e n  p r i m a r i l y  w i t h  l a n d  c o n t r a c t s  a n d  w i t h  f a r m  l e a s e s  t h a t  i n c l u d e  
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a full complement of operating capital, which we have referred to 
earlier as "labor-share leases." The contract arrangements that are 
offered by suppliers and market agencies are different. 
We do not know how prevalent contract farming is among begin­
ning farm families, but it is reasonable to believe that such contracts, 
insofar as they provide capital or a credit basis for securing capital, 
may appeal to young farmers who would find it difficult to enter farm­
ing otherwise. Young families considering entering farming in this 
way should carefully evaluate the financial progress, or lack of it, that 
such contracts offer. Unless they can expect earnings that will allow 
substantial savings and tenure promotions toward eventual independent 
operatorships, they may be contracting themselves into a position from 
which they can make no progress. On the other hand, a period of 
operation under the management supervision imposed by many con­
tracts may provide a higher quality of management apprenticeship 
than is available on many home farms. It is important to review the 
specific terms of such arrangements to assure protection and proper 
compensation for the operator. 
Another development is a rental service on major items of farm 
machinery and equipment. Some machinery dealers offer both new 
and reconditioned machinery on a rental basis at specified rates per 
hour, per day, or per week. The rates are high enough to cover all the 
costs of ownership, maintenance, and operation which a young farmer 
would have to incur if he owned his own machinery, but the arrange­
ments avoid the high initial capital outlay and, frequently, the high 
unit costs involved in purchasing such items. Rental may be an attrac­
tive alternative to complete capital ownership by beginning families 
unable or unwilling to use large amounts of credit. 
Exchange of machinery services between neighbors or exchange of 
labor for machine services is often used to reduce capital ownership 
requirements. Family arrangements frequently include such ex­
changes. They offer a good opportunity for a young man to trade his 
labor for the use of substantial amounts of capital. 
An enterprise-share arrangement lies between conventional credit 
and conventional leasing arrangements. In most enterprise-share ar­
rangements, the owner of a breeding or dairy herd makes the animals 
available for a specified share of the return. The young farmer fur­
nishes feed and labor, and the owner furnishes the capital invested in 
the herd, and the two parties share the returns in proportion to the 
annual value of their contributions. The success of such an arrange­
ment depends greatly upon the integrity of the two parties and reten­
tion of a mutual interest in the enterprise. 
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L a b o r - s h a r e  l e a s e s  a n d  f a t h e r - s o n  a g r e e m e n t s .  I n  p r i n c i p l e ,  t h e s e  
a r e  s i m i l a r .  I n  f a t h e r - s o n  a g r e e m e n t s ,  c l o s e  k i n s h i p  t i e s  p r e v a i l  i n  
a d d i t i o n  t o  t h e  m u t u a l  i n t e r e s t  i n  t h e  f a r m  b u s i n e s s .  T h e  f a t h e r  m a y  
t a k e  a  m o r e  a c t i v e  r o l e  t h a n  a  f a r m  o w n e r  w o u l d  w i t h  a  l a b o r - s h a r e  
l e a s e ,  a n d  t h e  s o n  u s u a l l y  a c q u i r e s  a n  o w n e r s h i p  i n t e r e s t  i n  o p e r a t i n g  
c a p i t a l .  I n  t h e  l a b o r - s h a r e  l e a s e ,  t h e  y o u n g  o p e r a t o r  u s u a l l y  c o n ­
t r i b u t e s  o n l y  h i s  l a b o r  a n d  m a n a g e m e n t ,  a n d  s o  h i s  s h a r e  i n  t h e  n e t  
i n c o m e  i s  i n  p r o p o r t i o n  t o  h i s  c o n t r i b u t i o n  - n a m e l y ,  a  l a b o r  s h a r e .  
L a b o r - s h a r e  l e a s e s  a r e  n o t  i n t e n d e d  t o  b e  p e r m a n e n t  a r r a n g e m e n t s .  
T h e y  s h o u l d  b e  e n t e r e d  i n t o  w i t h  t h a t  u n d e r s t a n d i n g  a n d  w i t h  p r o ­
v i s i o n s  f o r  c a p i t a l  a c c u m u l a t i o n  b y  t h e  y o u n g  o p e r a t o r  t o w a r d  a n  
o w n e r s h i p  s h a r e  i n  t h e  o p e r a t i n g  c a p i t a l  a n d  e v e n t u a l  a d v a n c e m e n t  t o  
a  p a r t n e r s h i p  o r  t o  a  f u l l  t e n a n t  s t a t u s .  O f  m a j o r  s i g n i f i c a n c e  t o  b e g i n ­
n i n g  f a r m  f a m i l i e s  i s  t h a t  l a b o r - s h a r e  l e a s e s  r e q u i r e  a n  a d e q u a t e  v o l ­
u m e  o f  b u s i n e s s  a n d  m a n a g e r i a l  c o m p e t e n c e  a n d  c o n f i d e n c e  o n  t h e  
p a r t  o f  t h e  y o u n g  o p e r a t o r .  
W i t h  h i g h  l a n d  p r i c e s  a n d  h i g h  l e v e l s  o f  o p e r a t i n g  c a p i t a l ,  t h e  
y o u n g  m a n ' s  l a b o r  a n d  m a n a g e m e n t  c o n t r i b u t i o n s  m u s t  b e  v a l u e d  a t  
r a t e s  c o m p a r a b l e  t o  t h o s e  a p p l i e d  o n  l a n d  a n d  c a p i t a l .  O n c e  a n  e s t i ­
m a t e  h a s  b e e n  m a d e  o f  h i s  s h a r e  ( s e e  T a b l e  1 3 ) ,  i t  i s  e a s y  t o  a p p l y  
t h i s  p e r c e n t a g e  t o  a n  e s t i m a t e  o f  t h e  i n c o m e  e x p e c t e d  f r o m  t h e  b u s i n e s s  
t h a t  i s  t o  b e  d i v i d e d  b e t w e e n  t h e  t w o  p a r t i e s .  T h e  r e s u l t  i s  a n  e s t i ­
m a t e  o f  t h e  r e t u r n s  t o  t h e  y o u n g  f a m i l y .  I t  w o u l d  b e  u n w i s e  f o r  t h e  
f a m i l y  t o  e n t e r  i n t o  t h e  a g r e e m e n t  i f  t h i s  p r e l i m i n a r y  e s t i m a t e  i n d i c a t e s  
t h a t  t h e  e x p e c t e d  i n c o m e  w i l l  b e  u n s a t i s f a c t o r y .  U n s a t i s f a c t o r y  i n c o m e  
f o r  t h e  o p e r a t o r  u n d e r  a  l a b o r - s h a r e  l e a s e  i s  m o r e  l i k e l y  t o  r e s u l t  f r o m  
a n  i n a d e q u a t e  i n c o m e  t o  b e  d i v i d e d  t h a n  f r o m  a n  i n e q u i t a b l e  d i v i s i o n  
T a b l e  1 3 .  - A n  E x a m p l e  o f  a  Y o u n g  F a r m e r ' s  " L a b o r - S h a r e "  
i n  t h e  N e t  F a r m  R e t u r n s  A b o v e  C a s h  E x p e n s e s  a n d  
D e p r e c i a t i o n
a  
o n  a  2 6 0 - A c r e  C o m b e l t  F a r m  
C o n t r i b u t i o n s  O w n e r  O p e r a t o r  
L a n d  a n d  i m p r o v e m e n t s  ( $ 1 0 0 , 1 8 2  a t  4 % ) .  .  .  .  .  .  .  .  .  .  .  .  . .  $ 4 , 0 0 7  $  . .  . . .  
M a c h i n e r y  a n d  e q u i p m e n t  ( $ 8 , 0 7 5  a t  5 % ) .  .  .  .  .  .  .  .  .  .  .  .  .  .  4 0 4  
I n v e n t o r y  o f  l i v e s t o c k ,  f e e d ,  s e e d ,  a n d  o p e r a t i n g  c a s h  
( $ 1 6 , 7 5 0  a t  5 % ) .  .  .  .  . .  .  . .  .  .  . . . . . . . . . .  . . . .  . .  .  .  .  . . .  .  8 3 8  
L a b o r  a n d  m a n a g e m e n t  ( 1 . 5  a n d  1 2  m o n t h s  a t  $ 2 5 0 ) .  .  .  .  .  3 7 5  3 , 0 0 0  
T o t a l  u n p a i d  c o n t r i b u t i o n s .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . .  $ 5 , 6 2 4  
$ 3 , 0 0 0  
P e r c e n t  c o n t r i b u t e d  b y  e a c h  a n d  t h e r e f o r e  e a c h  p a r t y ' s  
s h a r e  i n  t h e  r e t u r n s  t o  l a n d ,  c a p i t a l ,  a n d  u n p a i d  l a b o r  
a n d  m a n a g e m e n t .  . . . . . . . . . . . . .  , .  .  .  . . .  .  .  .  .  .  .  .  .  .  .  .  .  .  6 5  %  
3 5  %  
a  D e p r e c i a t i o n  o n  m a c h i n e r y ,  e q u i p m e n t ,  a n d  b u i l d i n g s  i s  t r e a t e d  a s  a  c a s h  e x p e n s e .  T h e  
o w n e r  i s  g i v e n  a  c h e c k  f r o m  t h e  u n d i v i d e d  i n c o m e  t o  c o v e r  t h i s  a m o u n t .  
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of the income. The operator's income might be increased by expand­
ing the area of land operated under the agreement, by expanding the 
volume of livestock, or by using another tenure status for the young 
operator in which his contribution and therefore his share of the 
earnings will be larger. 
The problem of the managerial competence of the young operator 
arises when the volume of business in a contemplated labor-share 
agreement is adequate or better. How can a beginning farm operator 
develop managerial competence aside from an apprenticeship on the 
home farm? If the farm owner who offers a labor-share lease can 
work with the young man for a year or two the problem may be 
avoided, but the personal relationship between the two men may create 
another problem. Sometimes the success of a labor-share lease de­
pends as much on the personalities of the two parties as upon the 
economic characteristics of the business. 
An example from the Kentucky survey shows that under the in­
fluence of a benevolent owner, an ambitious and able tobacco-cropper 
tenant may make substantial and timely progress up the tenure ladder. 
This owner was influential in placing a substantial part of the cropper's 
share of a good tobacco crop in escrow as the basis for a later change 
in status. A similar amount from another good tobacco crop added to 
the first amount provided the equity financing needed to set up the 
cropper family on a farm of its own. Once they had achieved this, 
their ambitions and aspirations were lifted so that they more than met 
the challenge of the new opportunity. 
Problems created by tenure uncertainties. Tenure uncertainties 
impose added credit risks for many farm families who make a start 
on land not owned by parents or other interested relatives. Those who 
start without an adequate amount of capital may be particularly vul­
nerable when tenure changes are imposed upon them. It may be more 
difficult for a beginning farm operator to rent high-priced land held 
by investment owners; but once such a tenancy is established and 
the young man's performance is acceptable, he is likely to enjoy a 
greater security of tenure than a similar young man on a farm that is 
being held for sale or is likely to change ownership. 
The experiences of two beginning farmers in Nebraska illustrate 
this problem. One of these young men was renting the cropland in a 
120-acre farm owned by a widow who occupied the residence on the 
farm. He felt that he could not afford to borrow money to invest in a 
complete line of farm machinery because the owner of the farm was 
planning either to resume operation upon her remarriage or else to 
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s e l l  t h e  f a r m ,  i n  w h i c h  e v e n t  t h e  n e w  o w n e r  w o u l d  p r o b a b l y  b e  t h e  n e w  
o p e r a t o r  o r  w o u l d  b r i n g  i n  a  t e n a n t  o f  h i s  o w n  c h o o s i n g .  
T h e  o t h e r  y o u n g  N e b r a s k a  f a r m e r  w a s  a  c r o p - s h a r e  t e n a n t  j u s t  
e n t e r i n g  h i s  s e c o n d  y e a r  a s  a  f a r m  o p e r a t o r  o n  a  d e p l e t e d  1 6 0 - a c r e  
f a r m .  H i s  f i r s t  c o r n  c r o p  m a d e  2 6  b u s h e l s  t o  t h e  a c r e ,  w h i l e  y i e l d s  
o n  n e i g h b o r i n g  f a r m s  r a n g e d  f r o m  5 0  t o  6 0  b u s h e l s .  H i s  l i v e s t o c k  
i n v e n t o r y  t h e  f i r s t  y e a r  w a s  5  s o w s  a n d  g i l t s ,  3  d a i r y  c o w s ,  a n d  6 5  
h e n s .  H i s  m a c h i n e r y  i n v e n t o r y  c o n s i s t e d  o f  o n l y  5  i t e m s  - a  t r a c t o r ,  a  
d i s k ,  a  c u l t i v a t o r ,  a  p l a n t e r ,  a n d  a  f e e d g r i n d e r  - a l l  b o u g h t  t h e  p r e ­
v i o u s  y e a r  a s  u s e d  e q u i p m e n t .  H e  b o r r o w e d  f r o m  o r  e x c h a n g e d  l a b o r  
w i t h  n e i g h b o r s  a n d  h i s  f a t h e r - i n - l a w  t o  m e e t  t h e  r e s t  o f  h i s  m a c h i n e r y  
n e e d s .  
W h e n  L l o y d  ( t h e  s e c o n d  y o u n g  f a r m e r )  a n d  h i s  w i f e  b e g a n  f a r m ­
i n g ,  t h e y  h a d  a  net-~orth-to-debt r a t i o  o f  0 . 6 4  t o  1 . 0 0  o r  f o r  e a c h  
d o l l a r  o f  i n d e b t e d n e s s  t h e y  h a d  $ 1 . 6 4  w o r t h  o f  p r o p e r t y .  T o  g e t  h i s  
s m a l l  m a c h i n e r y  a n d  l i v e s t o c k  i n v e n t o r y ,  L l o y d  h a d  b o r r o w e d  $ 2 , 7 0 0  
f r o m  t h e  F a r m e r s  H o m e  A d m i n i s t r a t i o n .  
H e  h a d  o n l y  a  o n e - y e a r  c r o p - s h a r e  l e a s e  w i t h  n o  r e n e w a l  c l a u s e .  
T h e  l a n d l o r d  w a s  o v e r  7 0  y e a r s  o l d ,  i n  p o o r  h e a l t h ,  a n d  u n w i l l i n g  t o  
s p e n d  m o n e y  o n  f e r t i l i z e r  o r  o t h e r  i m p r o v e m e n t s .  
I n  t h i s  s e t t i n g ,  L l o y d  w a s  a s k e d ,  " I f  s o m e o n e  o f f e r e d  t o  l e n d  y o u  
$ 2 , 0 0 0  o n  a  5 - y e a r  t e r m  a t  6  p e r c e n t  i n t e r e s t ,  w o u l d  y o u  b o r r o w  i t  i n  
a d d i t i o n  t o  y o u r  i n d e b t e d n e s s  o f  $ 2 , 7 0 0 ,  a n d  i f  s o ,  w h a t  w o u l d  y o u  d o  
w i t h  t h e  m o n e y ? "  L l o y d  d i d  n o t  h e s i t a t e  t o  s a y  t h a t  h e  w o u l d  b o r r o w  
t h e  m o n e y  a n d  t h a t  h e  w o u l d  p u t  i t  i n t o  m o r e  m a c h i n e r y .  W e r e  t h e s e  
a n s w e r s  w i s e ?  
E c o n o m i s t s  a t  t h e  U n i v e r s i t y  o f  N e b r a s k a  p o i n t e d  o u t  t h a t  m o n e y  
s p e n t  o n  f e r t i l i z e r  o n  t h i s  f a r m  w o u l d  b e  m o s t  l i k e l y  t o  b r i n g  t h e  
h i g h e s t  r e t u r n  p e r  d o l l a r  s p e n t .  C r o p  y i e l d s  w e r e  t o o  l o w  f o r  e f f i c i e n t  
p r o d u c t i o n .  A d d e d  y i e l d s  w o u l d  a l s o  p r o v i d e  m o r e  f e e d  f o r  l i v e s t o c k .  
T h e  F H A  s u p e r v i s o r ,  k e e p i n g  i n  m i n d  t h a t  t h e r e  w a s  l i t t l e  l i k e l i ­
h o o d  o f  g e t t i n g  L l o y d ' s  l a n d l o r d  t o  s h a r e  i n  f e r t i l i z e r  c o s t s ,  s u g g e s t e d  
t h a t  L l o y d  s h o u l d  u s e  a d d i t i o n a l  b o r r o w e d  f u n d s  t o  f i n a n c e  m o r e  l i v e ­
s t o c k ,  p a r t i c u l a r l y  m o r e  d a i r y  c o w s .  H e  p o i n t e d  o u t  t h e  f a m i l y ' s  n e e d  
f o r  a  r e g u l a r  f l o w  o f  i n c o m e  t o  m e e t  c u r r e n t  l i v i n g  e x p e n s e s .  A l s o ,  
t h e  f a r m  n e e d e d  m o r e  l a n d  i n  s t a n d o v e r  g r a s s  a n d  l e g u m e s  t o  c o n t r o l  
e r o s i o n ,  a n d  m o r e  r o u g h a g e - c o n s u m i n g  l i v e s t o c k  w e r e  n e e d e d  t o  p r o ­
d u c e  a n  i n c o m e  f r o m  t h e s e  c r o p s .  M o r e  l i v e s t o c k  w o u l d  a l s o  p r o v i d e  
f u l l e r  e m p l o y m e n t  f o r  t h e  l a b o r  o n  t h e  f a r m ;  a  1 6 0 - a c r e  f a r m  o p e r a t e d  
o n  a  g r a i n  b a s i s  d o e s  n o t  p r o v i d e  y e a r - a r o u n d  e m p l o y m e n t .  L l o y d ' s  
f i n a n c i a l  p o s i t i o n  d i d  n o t  p e r m i t  h i m  t o  r e m a i n  r e l a t i v e l y  u n e m p l o y e d  
f o r  a n y  e x t e n d e d  p e r i o d .  
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In view of these alternatives, can Lloyd's response that he would 
invest additional money in machinery be justified? His tenure posi­
tion determined his answer. He was in no position to buy land. His 
best chance of renting another farm, if he were to lose the one he was 
on, was to have sufficient equipment to give evidence of his ability to 
be an effective tenant operator. This was a prime consideration for 
Lloyd, as it was likely that the farm he was on would be sold to 
another operator when it passed into an estate. 
Lloyd's experience is an excellent example of the problem many 
beginning farm families face in deciding how and where to use the 
limited capital available to them. All too frequently, the decisions may 
be guided unduly by personal uncertainties, by inadequate knowledge 
of alternatives, or by an unwillingness to forego immediate satis­
factions. What steps could a lender suggest to Lloyd to improve his 
eligibility for additional credit? 
Lloyd should try hard to improve his tenure position - to get a 
2- or 3-year lease, or at least a continuation clause in the annual lease 
with not less than 6-months notice of termination. 
He should try to clear away the tenure "block" to the use of ferti­
lizers without adding to the risk he carries. A cash lease with reim­
bursement for carryover fertilizer would give Lloyd full return for 
every dollar he puts into annual applications of fertilizer, but it might 
impose additional risks of crop failures, price declines, etc. 
He might plan a conservative expenditure for fertilizer on the 
highest-profit crops in the rotation. Check strips left in the fields might 
help to convince the landlord of the value of fertilizer applications. 
Some money could go toward completing an inventory of basic 
items of machinery and equipment. Livestock expansion may have to 
be limited because animals capable of yielding an immediate return 
(dairy cows in milk) require a relatively high capital investment; 
young stock would mean a lower initial investment but also a delayed 
return and additional expense until production or sales begin. In 
addition, outlays for fences and other livestock improvements would 
add substantially to the capital required. Lloyd's managerial ability 
with livestock is unknown so that livestock returns may be too un­
certain to justify the allocation of large amounts of limited capital. 
Lloyd might be able to solve his winter employment problem by 
working for neighbors or taking part-time nonfarm work. But oppor­
tunities in either direction are not plentiful in Lloyd's location. He 
may also keep in mind the possibility of going back to nonfarm work 
entirely. Adjustment to urban employment might be easier than the 
sacrifices he and his family need to make to remain in farming. 
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K e e p i n g  I n i t i a l  C a p i t a l  R e q u i r e m e n t s  D o w n  I  
W e  h a v e  a l r e a d y  n o t e d  t h a t  o p e r a t i n g  c a p i t a l  r e q u i r e m e n t s  o f  t h e  
b e g i n n i n g  f a r m e r  a r e  r e l a t i v e l y  l o w  o r  a t  m i n i m u m  l e v e l s  u n d e r  p a r ­
t i c u l a r  t e n u r e  a r r a n g e m e n t s ,  i n c l u d i n g  f a t h e r - s o n  a g r e e m e n t s ,  l a b o r ­
s h a r e  l e a s e s ,  a n d  e n t e r p r i s e - s h a r e  a r r a n g e m e n t s .  T h e s e  a r r a n g e m e n t s  
d o  n o t  r e d u c e  t o t a l  f a r m  c a p i t a l  i n v e s t m e n t s ,  b u t  s h i f t  p a r t  o r  a l l  o f  
t h e  c a p i t a l  r e q u i r e m e n t  f r o m  t h e  o p e r a t o r  t o  t h e  l a n d o w n e r .  T w o  
o t h e r  m e t h o d s  o f  m i n i m i z i n g  i n i t i a l  c a p i t a l  r e q u i r e m e n t s  a r e  a r r a n g e ­
m e n t s  t h a t  s u b s t i t u t e  l a b o r  f o r  c a p i t a l  a n d  a r r a n g e m e n t s  t h a t  s u b s t i t u t e  
s m a l l e r  a n n u a l  c a s h  p a y m e n t s  f o r  t h e  l a r g e r  c a p i t a l - o w n e r s h i p  p a y ­
m e n t s .  
E x c h a n g i n g  l a b o r  f o r  m a c h i n e  w o r k ,  a n d  b u y i n g  y o u n g  s t o c k  
( s u c h  a s  b r e d  h e i f e r s )  a n d  u s i n g  l a b o r  t o  g r o w  t h e  a d d e d  c a p i t a l  
v a l u e  o f  m a t u r e  a n i m a l s  a r e  f o r m s  o f  s u b s t i t u t i n g  l a b o r  f o r  c a p i t a l .  
S u b s t i t u t i n g  a n n u a l  c a s h  p a y m e n t s  f o r  o w n e r s h i p  r e q u i r e m e n t s  
i n c l u d e s  t h e  f o l l o w i n g :  
1 .  H i r i n g  s o m e  j o b s  d o n e  b y  c u s t o m  o p e r a t o r s .  
2 .  E x c h a n g i n g  m a c h i n e  w o r k  w i t h  n e i g h b o r s .  ( T h e  e x t r a  u s e  
m e a n s  l a r g e r  r e p a i r  a n d  d e p r e c i a t i o n  c o s t s  o n  t h e  o w n e d  m a c h i n e r y .  )  
3 .  J o i n t  o w n e r s h i p  o f  h i g h - c o s t  m a c h i n e s .  ( T h i s  a l s o  m e a n s  l a r g e r  
r e p a i r  a n d  d e p r e c i a t i o n  c o s t s . )  
4 .  U s i n g  a r t i f i c i a l  i n s e m i n a t i o n  i n s t e a d  o f  o w n i n g  a  g o o d  b u l l .  
5 .  B u y i n g  g o o d  u s e d  m a c h i n e r y  i n s t e a d  o f  n e w .  T h i s  p o i n t  i s  
i l l u s t r a t e d  b y  t h e  e x t e n t  t o  w h i c h  1 1  c a s e - s t u d y  b e g i n n i n g  f a r m e r s  
r e p o r t e d  t h a t  t h e y  b o u g h t  u s e d  m a c h i n e r y  a n d  e x c h a n g e d  w o r k  a n d  
m a c h i n e s  i n  a n  e f f o r t  t o  k e e p  d o w n  c a p i t a l  o u t l a y s  d u r i n g  t h e i r  e a r l y  
y e a r s  i n  f a r m i n g .  T h e y  u s e d  a n  a v e r a g e  o f  2 0  i t e m s  o f  m a c h i n e r y  
a n d  e q u i p m e n t  e a c h  d u r i n g  f o u r  y e a r s .  O f  t h e  2 0  i t e m s ,  1 0  w e r e  
b o u g h t  u s e d ,  4  w e r e  b o u g h t  n e w ,  4  w e r e  b o r r o w e d  o r  e x c h a n g e d ,  a n d  
2  w e r e  h i r e d  o r  r e n t e d .  T h e i r  w a y s  o f  o b t a i n i n g  s p e c i f i c  i t e m s  w e r e  
a s  f o l l o w s ,  i n  p e r c e n t :  
H i r e d ,  b o r r o w e d ,  
B o u g h t  n e w  B o u g h t  u s e d  o r  e x c h a n g e d  
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These beginning farmers evidently relied heavily on used ma­
chinery, and also hired, borrowed, or exchanged use of the larger, less 
frequently used machines. 
GETTING ESTABLISHED 
Not all who start farming succeed in getting established as farm 
operators. Studies in Illinois indicate that lout of 5 young men 
making some kind of start in farming at the operator level fail to 
become established. A labor-share tenant, a tobacco cropper, a heavily 
indebted FHA borrower, or a low-equity buyer on a land contract 
may be considered as having started in farming but may be a long 
way from being established. Being established in farming implies a 
security of status usually associated with (1) adequate volume of 
business, (2) managerial control, (3) security of tenure, and (4) a 
controlling equity in the operating capital. 
An adequate volume of business is one capable of yielding a net 
income large enough, at average levels of efficiency, to meet the family 
living needs and the requirements for capital accumulation and savings 
of a full-time farm operator. It should also provide full and efficient 
employment for the labor, capital, and management resources of the 
full-time farm-operating family. On rented land or under joint­
operating agreements, these criteria must apply to the operator's share 
in the contributions to the farm business and his income from it. 
Managerial control is essential to the self-employed status of a 
farm operator. A son who has only a minor voice in the management 
of a family-operated farm business would scarcely be considered an 
established farm operator. 
Security of tenure on a farm of adequate · size and income potential 
is essential to being established as an operator. Such security need 
not go beyond having a one-year lease with renewal privileges or with 
an automatic renewal clause. For an owner-operator an encumbered 
owner, or a land-contract buyer, security of tenure depends on having 
sufficient equity in the land or protective clauses in the mortgage or 
contract to give assurance of at least a year's tenure in the future. 
A controlling equity in an optimum inventory of farm operating 
capital is essential to continued and unimpaired tenure as a tenant 
operator or as an encumbered owner or land-contract buyer. An 
exception might be the labor-share operator who has managerial con­
trol and security 9f tenure on a farm with an adequate volume of 
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b u s i n e s s .  B y  t h e  n a t u r e  o f  h i s  s t a t u s ,  h e  w o u l d  n o t  o w n  a  c o n t r o l l i n g  
e q u i t y  i n  t h e  o p e r a t i n g  c a p i t a l .  I t  i s  q u e s t i o n a b l e ,  h o w e v e r ,  w h e t h e r  
a n  o p e r a t o r  c a n  b e  c o n s i d e r e d  e s t a b l i s h e d  i n  f a r m i n g  i f  h i s  c o n t i n u e d  
t e n u r e  d e p e n d s  s o l e l y  o n  t h e  e x t e n s i o n  o r  r e n e w a l  o f  a n  o p e r a t i n g  
a g r e e m e n t .  
L O O K I N G  A H E A D  
E a c h  g e n e r a t i o n  c h a r a c t e r i s t i c a l l y  v i e w s  t h e  u n c e r t a i n t y  o f  t h e  
f u t u r e  w i t h  c o n c e r n  a n d  d o u b t ,  s o  t h e r e  i s  n o t h i n g  n e w  i n  s a y i n g  t h a t  
t h e  d i f f i c u l t y  o f  g e t t i n g  e s t a b l i s h e d  i n  f a r m i n g  w i l l  c o n t i n u e  a n d  t h a t  
r e q u i r e m e n t s  f o r  s u c c e s s  w i l l  b e  g r e a t e r  i n  t h e  f u t u r e .  O n  t h e  o t h e r  
h a n d ,  y o u n g  f a m i l i e s  w h o  e n j o y  t h e  c o m p e t i t i v e  a d v a n t a g e  o f  f a m i l y ­
o w n e d  l a n d  a n d  h a v e  a c c e s s  t o  a n  a c c u m u l a t i o n  o f  c a p i t a l  f r o m  p r e ­
c e d i n g  g e n e r a t i o n s  i n  t h e  f a m i l y  a r e  s c a r c e l y  a w a r e  t h a t  a n y  d i f f i c u l t y  
n o w  e x i s t s ,  t o  s a y  n o t h i n g  o f  a n y  i n c r e a s e  i n  d i f f i c u l t y ,  i n  s t a r t i n g  i n  
f a r m i n g .  S u c h  e c o n o m i c  d i f f e r e n c e s  w i l l  p e r s i s t  s o  l o n g  a s  w e  h a v e  t h e  
f r e e d o m  n o w  a s s o c i a t e d  w i t h  o w n i n g  p r i v a t e  p r o p e r t y .  
T h e  s t a t e m e n t s  i n  t h i s  p u b l i c a t i o n  a r e  b a s e d  o n  t h e  e x p e c t a t i o n  t h a t  
c e r t a i n  t r e n d s  w i l l  c o n t i n u e .  F o u r  t r e n d s ,  c l e a r l y  e v i d e n t  t o d a y ,  a r e  
l i k e l y  t o  p e r s i s t  f o r  s o m e  t i m e  a n d  w i l l  i n f l u e n c e  t h e  c o n d i t i o n s  u n d e r  
w h i c h  y o u n g  f a m i l i e s  e n t e r  f a r m i n g .  T h e s e  a r e :  ( 1 )  a  c o n t i n u e d  i n ­
c r e a s e  i n  s i z e  o f  f a r m ;  ( 2 )  a  c o n t i n u e d  i n c r e a s e  i n  c a p i t a l  a s s o c i a t e d  
w i t h  o n e  m a n ' s  l a b o r  i n  a g r i c u l t u r e ;  ( 3 )  f u r t h e r  s p e c i a l i z a t i o n  i n  
a g r i c u l t u r a l  p r o d u c t i o n ;  a n d  ( 4 )  a  g r o w i n g  c o m p l e x i t y  i n  m a n a g e r i a l  
d e c i s i o n s  r e q u i r e d  b y  c o m m e r c i a l  f a r m i n g .  
T h e s e  t r e n d s  a r e  s o m e w h a t  r e l a t e d  a n d  m a y  h a v e  p r o f o u n d  e f f e c t s  
u p o n  e a c h  o t h e r .  F o r  e x a m p l e ,  s p e c i a l i z a t i o n  i n  p r o d u c t i o n  c o u l d  l e a d  
t o  a  s e p a r a t i o n  o f  l i v e s t o c k  p r o d u c t i o n  f r o m  f e e d  p r o d u c t i o n .  H i g h l y  
s p e c i a l i z e d  l i v e s t o c k  e n t e r p r i s e s  m i g h t  b e  c o n d u c t e d  o n  r e l a t i v e l y  s m a l l  
a c r e a g e s ,  w h i l e  s p e c i a l i z a t i o n  i n  f e e d  p r o d u c t i o n  m i g h t  l e a d  t o  s t i l l  
l a r g e r  f a r m s .  T h u s  t h e  i n t e r a c t i o n  o f  t w o  t r e n d s  m a y  a t  t h e  s a m e  
t i m e  c o n t r i b u t e  t o  t h e  d e v e l o p m e n t  o f  b o t h  l a r g e r  a n d  s m a l l e r  f a r m s .  
I n  e a c h  i n s t a n c e ,  h o w e v e r ,  c a p i t a l  u s e d  p e r  m a n  i s  l i k e l y  t o  g o  h i g h e r .  
T h e  g r o w i n g  c o m p l e x i t y  o f  t h e  m a n a g e m e n t  f u n c t i o n  w i l l  c o n ­
t r i b u t e  t o  f u r t h e r  s p e c i a l i z a t i o n  a n d  t o  l a r g e r  v o l u m e s  o f  o u t p u t  p e r  
u n i t  o f  o p e r a t i o n .  S c a l e  e c o n o m i e s ,  o n c e  a s s o c i a t e d  p r i m a r i l y  w i t h  t h e  
a r e a  o f  l a n d  i n  f a r m s ,  a r e  l i k e l y  t o  a p p l y  i n c r e a s i n g l y  t o  t h e  c o s t  o f  
m a n a g e m e n t  a n d  w i l l  p u s h  t o w a r d  f a r m  s i z e s  a n d  o r g a n i z a t i o n s  w i t h  
m o r e  u n i t s  o f  o u t p u t  p e r  m a n a g e r .  S o  f a r  a s  t h i s  i s  a c c o m p l i s h e d  
w i t h i n  t h e  f r a m e w o r k  o f  f a m i l y - s i z e  f a r m s ,  i t  m a y  r e q u i r e  h i g h e r  
l e v e l s  o f  e d u c a t i o n  a n d  t r a i n i n g  a m o n g  a  r e l a t i v e l y  l a r g e  n u m b e r  o f  
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farm operators. Such better-trained operators will seek management 
returns more nearly comparable to their earning capacity in alterna­
tive lines of employment. 
These developments suggest that in the future farm businesses may 
take on a life beyond that of the individual operator. Corporate forms 
of family ownership in which the management function is sufficiently 
separated from the ownership of land and capital may allow a transi­
tion of management from one generation to another within the same 
financial and tenure structure. 
The family farm is likely to be the . basic unit of economicorgani­
zation within agriculture for some time to come. But it is . likely to 
employ more capital and be more specialized in its function than the 
unit of organization now recognized as a family farm. Entering into 
farming at a managerial level within the framework of these farming 
units of the future may depend more on demonstration of personal 
ability than on the possession of given amounts of capital. 
SUMMARY 
Getting established as a farm operator means more than getting started. 
It means achieving security of tenure on a farm with an adequate volume 
of business, exercising a major degree of managerial control, and owning 
a controlling equity in the farm-operating capital. As farms grow larger, 
more mechanized in operation, and more specialized in productive organi­
zation, the problem of getting started and getting established is largely one 
of meeting higher r equirements in land, capital, and management. One­
man farms may easily require a tenant investment, though not as net 
worth, of $15,000 for efficient utilization of labor, or a total investment, 
including real estate, of $50,000 or more. 
Finding an adequate farm is a primary problem for young families, 
particularly for those without kinship ties to land. Most beginning farmers 
start either as tenants or in some operating agreement with their parents 
or other farm owners who are often close relatives. For this reason, the 
opportunities for new operators are closely associated with available family 
help. About 80 percent of all beginning farmers in this study received 
substantial family help. 
Crop-share leases are popular with beginning farmers who do not have 
substantial family help. They are flexible with regard to size of the initial 
operation, allow an independent start with a minimum of initial capital, 
and, compared with livestock operations, place a limited managerial re­
quirement on the young operator. 
Some leasing arrangements make it possible for landlords to contribute 
part or all of the initial operating capital. Labor-share leases and father­
son agreements, for example, require little or no capital from the beginning 
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f a r m e r ,  b u t  t h e  n u m b e r  o f  o p p o r t u n i t i e s  f o r  m a k i n g  a  s t a r t  b y  t h e s e  m e a n s  
i s  v e r y  l i m i t e d .  M o r e o v e r ,  t h e  y o u n g  m a n ' s  r a t e  o f  p r o g r e s s  f r o m  s u c h  a  
s t a r t  d e p e n d s  h e a v i l y  o n  v o l u m e  o f  b u s i n e s s  a n d  h i s  m a n a g e r i a l  a b i l i t y .  
T h e  l i v e s t o c k - s h a r e  l e a s e  a l l o w s  t h e  l a n d l o r d  t o  m a k e  g r e a t e r  c o n t r i b u t i o n s  
o f  b o t h  c a p i t a l  a n d  m a n a g e m e n t  t h a n  h e  w o u l d  p r o b a b l y  o t h e r w i s e  m a k e .  
I n  l i v e s t o c k  a r e a s  s u c h  c o n t r i b u t i o n s  m a y  b e  i m p o r t a n t .  
A n y  l e a s e  a g r e e m e n t  f o r  b e g i n n i n g  f a r m e r s  s h o u l d  e n c o u r a g e  a n d  a l l o w  
a n  a d e q u a t e  v o l u m e  o f  b u s i n e s s ,  p r o v i d e  f o r  a n  e q u i t a b l e  d i v i s i o n  o f  c o s t s  
a n d  r e t u r n s ,  a n d  a s s u r e  c o m p e n s a t i o n  f o r  a n y  u n e x h a u s t e d  i m p r o v e m e n t s  
t h a t  t h e  y o u n g  t e n a n t  m a y  l e a v e .  
P a r t - t i m e  f a r m i n g  i s  a  p o s s i b l e  i n t e r m e d i a t e  s t e p  t o w a r d  f u l l - t i m e  f a r m ­
i n g .  I t  c a n  m i n i m i z e  t h e  a m o u n t  o f  l a n d  a n d  c a p i t a l  r e q u i r e d  f o r  a  s t a r t  i n  
f a r m i n g  a s  a n  o w n e r - o p e r a t o r  o r  p a r t - o w n e r ,  b u t  p r o g r e s s  t o w a r d  f u l l - t i m e  
f a r m i n g  m a y  b e  s l o w .  P a r t - t i m e  f a r m i n g  c a n  a l s o  e a s i l y  b e c o m e  a  p e r m a ­
n e n t  s t a t u s  b e c a u s e  m a k i n g  t h e  c h a n g e  f r o m  u r b a n  o r  o f f - f a r m  e m p l o y m e n t  
t o  f u l l - t i m e  f a r m i n g  i s  h a r d .  
B u y i n g  l a n d  i s  a n  a c c e p t a b l e  a l t e r n a t i v e  t o  r e n t i n g  w h e n  s e c u r i t y  o f  
t e n u r e  u n d e r  a  l e a s e  i s  a  p r o b l e m ,  w h e n  c a p i t a l  a n d  c r e d i t  r e s o u r c e s  p e r m i t  
b u y i n g  e n o u g h  l a n d  f o r  e f f i c i e n t  o p e r a t i o n ,  a n d  w h e n  b u y i n g  w i l l  n o t  i m p a i r  
t h e  l e v e l  o f  o p e r a t i o n a l  a n d  i m p r o v e m e n t  c a p i t a l  n e c e s s a r y  f o r  e f f i c i e n t  
o p e r a t i o n .  S o m e  y o u n g  f a r m e r s  c a n  g e t  p o s s e s s i o n  o f  f a r m l a n d  w i t h  m i n ­
i m u m  d o w n  p a y m e n t s  b y  u s i n g  l a n d  c o n t r a c t s .  T h e s e  a r e  l o w - e q u i t y  t r a n s ­
f e r  d e v i c e s .  S o m e  d e s i r a b l e  p r o v i s i o n s  i n  s u c h  c o n t r a c t s  i n c l u d e  a d e q u a t e  
l e n g t h  o f  r e p a y m e n t  p e r i o d ,  p r o v i s i o n  f o r  p r e p a y m e n t s ,  p r o v i s i o n  f o r  c o n ­
v e r t i n g  t h e  c o n t r a c t  t o  m o r t g a g e  f i n a n c i n g ,  a n d  a n  a d e q u a t e  g r a c e  p e r i o d  
b e f o r e  d e f a u l t  p r o c e d u r e s  m a y  b e  i n i t i a t e d .  
F o r  b e g i n n i n g  f a r m  f a m i l i e s ,  s a v i n g s ,  g i f t s  a n d  i n h e r i t a n c e s ,  b o r r o w ­
i n g s  ( i n c l u d i n g  t h e  u s e  o f  f a m i l y - o w n e d  m a c h i n e r y  a n d  e q u i p m e n t ) ,  a n d  
l e a s i n g  a n d  c o n t r a c t u r a l  a r r a n g e m e n t s  c o n s t i t u t e  t h e  s o u r c e s  o f  f a r m  
o p e r a t i n g  c a p i t a l .  T h e s e  f a m i l i e s  a r e  g e n e r a l l y  i n e x p e r i e n c e d  i n  t h e  u s e  
o f  c r e d i t ,  d e p e n d  h e a v i l y  o n  f a m i l y  s o u r c e s  o f  c r e d i t  o r  c r e d i t  b a c k i n g ,  a n d  
p a r t i c u l a r l y  n e e d  i n t e r m e d i a t e - t e r m  c r e d i t .  U n c e r t a i n t y  c o n c e r n i n g  t h e i r  
o w n  a b i l i t y  t o  u s e  b o r r o w e d  c a p i t a l  c a u s e s  s o m e  y o u n g  f a r m e r s  t o  r e s t r i c t  
t h e i r  u s e  o f  c r e d i t .  
T h e  a m o u n t  o f  c a p i t a l  t h e s e  f a m i l i e s  n e e d  f o r  m a k i n g  a  s t a r t  c a n  b e  
m i n i m i z e d  i n  t h r e e  w a y s  - b y  s h i f t i n g  c a p i t a l  r e q u i r e m e n t s  t o  t h e  l a n d  
o w n e r  t h r o u g h  a p p r o p r i a t e  t e n u r e  a r r a n g e m e n t s ,  b y  s u b s t i t u t i n g  l a b o r  f o r  
c a p i t a l ,  a n d  b y  s u b s t i t u t i n g  s m a l l e r  a n n u a l  c a s h  p a y m e n t s  f o r  l a r g e r  c a p i t a l  
i n v e s t m e n t s .  
F o u r  t r e n d s  l i k e l y  t o  c h a r a c t e r i z e  f a r m i n g  i n  t h e  n e a r  f u t u r e  a r e :  
( 1 )  l a r g e r  a n d  f e w e r  f a r m s ;  ( 2 )  m o r e  c a p i t a l  a s s o c i a t e d  w i t h  o n e  m a n ' s  
l a b o r ;  ( 3 )  f u r t h e r  s p e c i a l i z a t i o n  i n  a g r i c u l t u r a l  p r o d u c t i o n ;  a n d  ( 4 )  a  
g r o w i n g  c o m p l e x i t y  o f  m a n a g e r i a l  f u n c t i o n s  i n  a g r i c u l t u r e .  
